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_— DEPOSITED BY THE 
GNITED STATES OF AMERICA 


NOMINATION OF ROY RICHARD RUBOTTOM, JR. 


WEDNESDAY, MAY 29, 1957 


Unirep Srares SENATE, 
CoMMITYEE ON ForetgN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a. m., in room 457, 
Senate Office Building, Senator Theodore Francis Green (chairman) 
presiding. 

Present: Senators Green (chairman), Morse, Smith of New Jersey, 
and Hickenlooper. 

The Cuamrman. The meeting will please come to order. 

The committee is meeting this morning in public session to consider 
the nomination of Mr. Roy Rubottom to be Assistant Secretary of 
State for Inter-American A ffairs. 


PROCEDURAL DISCUSSION 


Consideration of Mr. Rubottom’s nomination in public session is at 
the request of Senator Morse. I understand that Senator Morse has 
a number of questions to ask Mr. Rubottom. In view of the fact that 
the Senate is convening at 10:30 this morning, Senator Morse may 
ask that the committee stand in recess at that time. 

I think it would be well for us, however, to proceed with our hear- 
ing at least until 10:30. I hope at that time that if the Senator from 
Oregon asks the committee to recess he will not oppose the committee 
sitting this afternoon to consider such other nominations in executive 
Sesslon. 

Some of our nominees have come from great distances in order to 
be before the committee and we should try not to inconvenience them 
unnecessarily. 

Senator Morse. Mr. Chairman, may I make a statement on proce- 
dure first. I shall be very happy to proceed with the hearing this 
morning until 10:30. I cannot proceed after 10:30 because the 
pending amendment before the Senate is my amendment on the hous- 
ing bill, on which there will be debate in the Senate for some time, I 
am sure. 

[ will have no objection to proceeding with the other nominees before 
the committee this afternoon, but I will object to proceeding with 
the Rubottom hearing this afternoon. 

I am perfectly willing to proceed with the Rubottom hearing to- 
morrow, Friday or Monday or any other day next week, but I will 
necessarily be limited to 10: 30 this morning. 

I have notified the majority leader that I will object to proceeding 
with a hearing on the Rubottom matter after 10:30 this morning. 
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My examination of the Secretary will take me at least 2 hours, maybe 
longer. As chairman of the Subcommittee on South American Af- 
fairs, there are certain questions I want to ask the Secretray. I want 
the Secretary to know that there is nothing personal in any of my 
questions, and I fully expect when we get through to vote for his 
nomination. Nevertheless I think a record must be made on certain 
topics that I want to raise in this examination of the Secretary, and 
I shall be glad to proceed with questioning with that understanding. 

The Cuarrman. I understand, Senator Morse, that you will have 
no objection to proceeding later today with other nominations. 

Senator Morse. With the other nominations. I will object to pro- 
ceeding with the Rubottom nomination. 

The Cuarmrman. Some of these gentlemen, as I said a few minutes 
ago, have come at a great deal of personal trouble to be here today, 
and I am very glad we will be able to proceed with them. If no one 
else wishes to be heard on the matter, we will proceed accordingly and 
adjourn at half-past 10 and the Rubottom discussion will be post- 
poned until a later date. The other matters before the committee 
may be taken up at 2 p. m and acted on. 

Mr. Rubottom, we will be glad to hear from you. 

Do you have any statements you wish to make ? 


STATEMENT OF ROY RICHARD RUBOTTOM, JR., NOMINATED TO 
BE ASSISTANT SECRETARY OF STATE FOR INTER-AMERICAN 
AFFAIRS 


Mr. Rusorrom. Mr. Chairman, I have made no prepared statement. 
I don’t know whether you are interested in any brief biographical 
account of myself. 

The CuarrMaAn. You say you have a statement ? 

Mr. Rusorrom. I do not have a statement, but I am prepared to tell 
you a little bit about my background, if you are interested, sir. 

The Cuarrman. Very well. 

Would you suggest in view of what Senator Morse has said that 
he proceed with his questions ? 

Senator Hicken Looper. Mr. Chairman, there is a biographical back- 
ground here contained in the file. Why can’t that be filed in the record 
and then Senator Morse can proceed ? 

The Cuarrman. Do you have any objection to that procedure? 

Mr. Rusorrom. No, sir; none whatsoever. 

The Carman. It will be done. This statement will be incorpo- 
rated in the record of the meeting. 

(The document is as follows :) 


Roy RicHARD RusoTTom, JR. 


Born: February 13, 1912, Brownwood, Tex. 

Education: Bachelor of science, Southern Methodist University, 1932; master 
of arts, 1933; graduate student, University of Texas, 1938-41. 

Marital status: Married. 

Experience : 

Pre-Government: 1933-35, traveling secretary, Lambda Chi Alpha fra- 
ternity ; 1935-37, salesman, oil company ; 1937-41, assistant dean of student 
life, University of Texas ; 1941-46, United States Navy, commander, overseas 
service ; 1946—47, vice president, State National Bank, Corsicana, Tex. 
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Government: 1947, appointed Foreign Service officer; 1947-49, secretary 
of Embassy and consul, Bogota, Colombia ; 1950, officer in charge, Mexican 
affairs, State Department ; 1951, Deputy Director, Office of Middle American 
Affairs ; 1952, Director, Office of Middle American Affairs ; 1953, first secre- 
tary and consul, Madrid ; 1954, counselor of Embassy and Deputy Chief of 
FOA mission, Madrid ; 1955, director of FOA mission to Spain and economic 
counselor. 

Memberships and clubs: Sigma Delta Chi, Lambda Chi Alpha, Rotary. 

Present position: Acting Assistant Secretary for Inter-American Affairs. 

Office: Department of State, Washington, D. C. 

Home: Corsicana, Tex. 

Legal residence: Texas. 

The Cuarrman. Senator Morse, you may proceed with your ques- 
tioning. 

Senator Morse. Mr. Secretary, my first question was to ask you to 
make a statement in regard to your background qualifying you for 
this position. I am per ‘fectly willing to accept this written statement 
that you have just inserted in the record. 


GALINDEZ AND MURPHY CASES 


The first topic that I want to examine you about is in regard to the 
relationships of the State Department with the Dominican Republic 
with a special reference, of course, to the Galindez and Murphy cases. 
I think we perhaps might save time if you would take the committee 
through ac hronological discussion of the Murphy case. 

As you know, Mr. Murphy is a resident of my hometown of Eugene, 
Oreg., a member of my church, the Congregational Church in Eugene, 
Oreg. I have known this man Murphy from the time that he was a 
little boy. I know his parents. He was a leader in our church among 
the young people. He was an Eagle Scout. He was a young man in 
our church that was outstanding in 1 Christian leadership among young 
people. 

I do not know what may have happened after he went to the Do- 
minicah Republic, but I know that our church is at least shocked by 
the whole episode. Our community is concerned, and as you know, my 
office has cooperated with the State Department, and i want to say 
at the outset that I appreciate the cooperation we received from you 
and your associates. 

Nevertheless, the insistence continues on the part of constituents of 
mine that all that should be done is not being done, that we are still 
taking a course of action toward the Dominican Republic that. is con- 
sidered to be entirely too apathetic, and that there is more than the 
eye sees in connection with the Galindez and Murphy cases. Therefore 
I think in fairness to you and certainly in fairness to me in view of the 
assistance that I received from my home State, I asked for this public 
hearing. I must ask that you in some detail state for the record what 
the Department has done to try to solve the Galindez and Murphy 
cases, and why in view of their unsolved state we seem to be so willing 
to cooperate with the Dominican Republic diplomatically and econom- 
ically. 

In fact, one of the insistences made to me is that until we have more 
satisfaction than we have received from the Dominican Republic, we 
ought to take a long look at the economic and military aid to the 
Dominican Republic. 
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I don’t need to tell that to you, as you have seen, I am sure, some of 
the representations. We are rec eiving strong protests in giving as 
much support as we are giving to a tot: ralitarian government in South 
America, which the Dominican Republic is. It is difficult to reconcile 
this with our claims that we seek to advance the cause of freedom in 
the world. 

Because of the fact that there is so much great concern in my State 
in the press, with public bodies and among ¢ hureh groups, I think it is 
only fair to you and to me that I gave you this opportunity to make a 
detailed statement on the Murphy rand Galindez cases. 

Mr. Rvunorrom. Senator, I am glad that you have given me an oppor- 
tunity to comment. on this case. One of the responsibilities which the 
United States Government must carry out on behalf of all of its people 
is protecting their persons and their interests when they are abroad, 
and since 2 days after young Gerald Murphy disappeared, the Depart- 
ment of State has pursued the case ceaselessly with the Dominican 
Government, and we intend to continue doing so. 

The Department’s efforts in the Murphy case have revealed ramifica- 
tions which brought us into close working relationship with the De- 
partment of Justice. There has been the closest collaboration bet ween 
the two Departments since. 

The possible connection of Murphy with the former Dominican con- 
sul general in New York is one of the features of this expanding case. 
In the interest of sav ing time, I have prepared here a statement brie fly 
outlining our moves in the investigation in chronological order, and 
which is available to your committee if you would like to have it, sit 
It. does not contain—— 

Senator Morsr. May I interrupt, Mr. Secretary, to say that one of 
the reasons that I asked for a public hearing was that I felt that any 
statement that can be made public should be made public and not filed 
with the committee. 

I am not asking you to make any public statement that in any way 
you think should not be made. 

Mr. Rusorrom. I am glad to have this statement made public, sir. 

Senator Morse. I wish. you would go through the statement. It may 
take a little time but I think we are going to have to take time on it and 
I wish you would read the st: itement. 

Mr. Rurorrom. I would just like to say before I start the state- 
ment that we will proceed with complete correctness aud firmness in 
this case, which originated with the disappearance of Murphy, and 
that we will take whatever action is indicated if the interests of the 
United States or one of its citizens has been damaged by inappropriate 
actions of the Dominican Republic. 

This statement which I will read is as follows: 


CHRONOLOGY—MURPHY CASE 


On the afternoon of December 5, 1956, Gerald Lester Murphy, a 
a States citizen, left his apartment in Ciudad Trujillo, Domini- 

‘an Republic, and has not been seen or heard from since. The Ameri- 
can Embassy first learned of his disappearance on December 5, and 
on December 6 requested of the Dominican police that a search for 
Mr. Murphy be initiated. 
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The Embassy also informed the Department of State by telegram of 
Murphy’s disappearance—— 

Senator Smirn. Might I ask had Murphy been employed by the 
Government at the time? 

Mr. Rusorrom. No, sir; he was an American citizen there who 
happened to be in the Dominican Republic, and as later borne out was 
employed by the Dominican airline. 

To continue: This information was transmitted on December 7 to 
his parents, Mr. and Mrs. Lester Gerald Murphy, of Eugene, Oreg. 
The Embassy the same day also sent to the Department information 
then available concerning Murphy’s activities in the Dominican Re- 
public, on the basis of which the Office of Security of the Department 
entered the case. ‘The Office of Security communicated the informa- 
tion to the Department of Justice and to other United States investiga- 
tive agencies. Close liaison was established with these agencies on a 
continuing basis. 

On December 10 Dominican police gave the Embassy a first report 
dated December 8. It stated that Murphy’s car had been found early 
in the morning of December 4, abandoned off the highway near the 
sea. Presuming it to have been stolen, the police had sent a notice to 
Murphy’s address requesting that the car be picked up. 

Murphy not having returned home by December 6, the car was 
towed to police headquarters and an intensive search begun, the re- 
port stated. 

Based on information received from the Embassy, security officers 
of the Department on December 11 interviewed Murphy’s finance, 
Sally Caire,in Miami. Parenthetically, I might say that Miss Caire 
was a hostess on Pan-American Airways, in that company’s employ. 

On December 15, the American Ambassador told Secretary of State 
Without Portfolio Manuel de Moya, Attorney General Francisco 
Elpicio Beras, and Chief of Police Antonio Hart in the Dominican 
Republic that the United States Government took a “very serious 
view” of the case, and was assured that “the most detailed investiga- 
tion possible” would be carried out by the Dominican authorities. 

Two days later—that would have been the 17th of December—while 
the Attorney General was at the American Embassy again discussing 
the case, Murphy’s father and Miss Caire called at the Embassy, fol- 
lowing their arrival in Ciudad Trujillo. They talked to the Attorney 
General, were fully informed by Embassy officers and were escorted 
on various visits during their brief stay in the Dominican Republic. 

On December 20 the Embassy sent a note to the Dominican Ministry 
on Foreign Affairs expressing its concern over the still unresolved 
disappearance of Murphy. 

Again, on December 31, the Ministry told the Embasy that inquiries 
“are taking place with the rapidity and zeal required,” and that, when 
complete, a copy of the police report would be furnished. 


ALLEGED SUICIDE OF OCTAVIO DE LA MAZA 


Among those taken into custody for questioning by the Dominican 
authorities was Octavio de la Maza, a dominican pilot for the Domini- 
can airline (Compania Dominicana de Aviacion—CDA). Murphy 
had been a CDA copilot from April 1956 until he resigned in late 
November purportedly to return to the United States. 
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At noon on January 7, 1957, the American chargé d’affaires ad in- 
terim was informed by the Dominican Attorney General that de la 
Maza had committed suicide in his cell at around 4 o’clock that morning 
and that de la Maza had left a suicide note admitting he was respon- 
sible for having pushed Murphy into the sea in a fight, and that he was 
killing himself out of remorse. 

The chargé was shown the purported note and given a typewritten 
copy. OnJanuary 8 he visited the jail cell where de la Maza allegedly 
had hanged himself. The following day he requested the Dominican 
Government for (1) the loan of the original suicide note; (2) a copy of 
the transcript of police questioning of de la Maza prior to his death; 
(3) a copy of the death certificate; and (4) a copy of the autopsy 
report, if any. 

he chargé d’affaires called on the Minister of Foreign Affairs on 
January 16 to deliver a note recalling the Dominican note of December 
31, which promised a copy of the Dominican police report then under 
preparation. 

He also asked for the “fullest possible” report from the Dominican 
authorities on Murphy’s activities in the Dominican Republic which 
might shed light on a motive for his disappearance. The note stated 
that the United States Government could not, on the basis of informa- 
tion available to it, accept the Dominican Government’s position that 
Murphy’s disappearance was solved by de la Maza’s confession. 

On January 28 the Ministry furnished the Embasy (1) a chrono- 
logical list of Murphy’s flights as a CDA copilot from April 21 through 
November 19, 1956 

Senator Morse. Mr. Secretary, I will not interrupt if you prefer me 
not to, but while talking about this alleged suicide of de la Maza, do 
you mind if I ask a question about it? 

Mr. Rusorrom. No, sir. 

Senator Morse. You pointed out that the American officials asked 
to see a report of the autopsy. Am I correctly informed that the 
autopsy showed that there was an abdominal wound in the body that 
might have been caused by the incision of a knife or some sharp instru- 
ment, and that it might have been the cause of death, rather than 
strangulation ? 

Mr. Rusorrom. There was some question as to that. I have forgot- 
ten, to be frank, whether or not the autopsy report actually showed 
that wound. We can verify that though. Those reports have been 
made public, and I can check that for the record. 

Senator Morse. If you would, because one of the representations 
made to me has been that this was not a suicide at all, that de la Maza 
was murdered, and was murdered by a knife wound in the abdomen. 

Ido not know. That is one of the things I seek to find out through 
this hearing. If you can find any information about that, I wish you 
would. Also, if you do not have it with you, I would like to know 
if it is true that some of our American officials have expressed great 
doubt as to whether or not de la Maza died from hanging or died from 
other causes. 

I would like to know if you can tell us what the valued judgment 
of our own officials was after they investigated the alleged suicide of 
dela Maza. Again I am confronted with claims on the part of people 
who are concerned about the Murphy case that the Dominican Republic 
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is misrepresenting the facts to us, that they are using this dead man 
as a scapegoat, that he did not kill Murphy and that “he did not even 
commit suicide himself. Any light you can shed on that allegation 
I would like to have in the record. 

(The Department of State subsequently submitted the following 
additional information :) 


The United States Embassy in Ciudad Trujillo first learned of the death of 
Octavio de la Maza at approximately 11:45 on January 7, 1957. At that time, 
the United States chargé d’affaires was told by the Dominican Attorney General 
that de la Maza had committed suicide in his jail cell that morning at 4 a. m. and 
he was shown what purported to be de la Maza’s suicide note, written in longhand 
on ruled paper. At the chargé’s request, a typewritten copy of the text was fur- 
nished him, and permission was given for Embassy officers to view de la Maza’s 
body before burial. According to information later gathered independently by 
the Embassy, de la Maza’s bony had been delivered to his Ciudad Trujillo home 
around 5 a. m. on January 7, from where it had been taken in a motor hearse to 
Moca, the family seat some 60 miles away. At about 5 p. m. that afternoon, two 
Embassy officers arrived in Moca and saw de la Maza’s body. They subsequently 
reported that they had been shown what looked like a wound on his left side 
some 3 inches above his waistline. Around his neck there was evidence of 
bruising and the zone from his chin to several inches below his neck was turned 
blue and it appeared that he had died from strangulation. 

The Dominican Government has furnished considerable documentation con- 
cerning the condition of de la Maza’s body after death. On the morning of 
January 7, the United States chargé was given a medical examiner’s certificate 
which, having noted that de la Maza had been found hanging “with his legs par- 
tially contracted in order not to touch the floor with his feet,” reported no 
unusual lesions on his body aside from those characteristic of hangings. 
The following day, according to official transcripts, the medical examiner ex- 
plained this point to the district attorney handling the investigation as follows: 

“T mentioned in my medico-legal certificate multiple bruises because, in the 
examination of the body, I found bruises dotting the neck, chest, and abdomen 
and others of more varied nature, probably caused, judging from their appear- 
ance, by the slight injuries the body may have sustained during the convulsive 
period of asphyxiation, when the body may have struck hard objects around it. 
These bruises were found on the left side of the chest and abdomen and on the 
arms and legs. If there is much violence during the period of convulsion, serious 
injury may be sustained * * *,. In these circumstances it is not at all strange 
for bruises to be caused in these areas of the body.” 

A copy of the official death certificate, transmitted to the American Ambassa- 
dor on January 28, 1957, added these details : 

‘“* * * The corpse showed the part of the neck with the mark left by the noose, 
the chest and the upper part of the stomach enlarged, and also the existence of 
several scattered markings on various parts of the body, especially on the 
stomach and on the left side of the thorax, as well as in the upper and lower 
extremities.” 

The Dominican Government had 3 experts, including 1 American doctor, 
analyze the medical examiner and death certificates cited above. In a state- 
ment dated January 30, 1957, they concluded that “the marks found on the body 
and indicated in the judicial documents lead one to consider the case as an in- 
complete hanging.” On February 7, it was announced that de la Maza’s body 
had been exhumed the day before and an autopsy performed “in order to confirm 
by scientific examination the lack of foundation for the speculations that have 
been circulating both in foreign circles of our country and outside the country 
in relation to the case in question.” The autopsy was said to have heen per- 
formed by a Peruvian doctor, assisted by the American doctor mentioned above 
and certain Dominican doctors, in the presence of official and family witnesses. 
A copy of the autopsy report, made available to the United States Embassy on 
February 9, 1957, emphasized that at the request of Dominican authorities, “as 
well as by request of the witnesses, a very careful search was made for any 
signs of fractures, punctures on the extremities and indications of mechanical 
compression at the level of the abdominal wall and left lateral region of the 
chest, the results of the investigation being completely negative.” 
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Octavio de la Maza, a Dominican national, died within the territory of the 
Dominican Republic. That much is clear. The United States Government is 
interested in whatever connection de la Maza may have had with the disappear- 
ance of Gerald Lester Murphy. This matter is still under active investigation, at 
the conclusion of which officials of the United States Government may be able to 
form a considered opinion as to the manner in which de la Maza met his death, 
and as to any bearing that may have upon the Murphy case. 


CHRONOLOGY 


The Cuarrman. You may proceed. 

Mr. Runorrom. I was reading from a paragraph in which I pointed 
out on January 28 the Ministry | in Ciudad T rujillo furnished the Em- 
bassy there with a chronological list of Murphy’s flights as a pilot from 
April through November of 1956, showi ing destinations and the name 
of the pilots in charge, and photostatic copies of the official de la Maza 
death certificate. 

On February 9 the Dominican Foreign Minister in the company of 
the Attorney General, gave the Ambassador the follow’ ing additional 
documentation: (1) A report by the Attorney General to the Foreign 
Minister summing up the official Dominican inquiry into the disap- 
pearance of Gerald Lester Murphy; (2) transcripts of police interro- 
gations in connection with the eerehy case; (3) transcripts of police 
interrogations in connection with the de la Maza case; (4) photostats 
of the suicide note attributed to de la Maza, accompanied by an anal- 
ysis prepared by the Spanish expert attesting, on the basis of compari- 
son with purported specimens of de la Maza’s handwriting, that the 
suicide note was genuine; (5) the formal opinion by the Dominican 
examining magistrate closing the case of Gerald Lester Murphy with 
the finding that he was murdered by de la Maza; (6) the formal 
opinion by the Dominican examining magistrate closing the case of 
Octavio de la Maza with the finding that he committed suicide: and 
(7) other miscellaneous documents, such as the bill of sale of Murphy’s 
car; the report of the search and sealing of Murphy’s apartment, and 
medico-legal and autopsy reports on de la Maza. 

On February 13, the Dominican Ministry of Foreign Affairs fur- 
nished three photostatic excerpts of Scotland Yard reports on the 
detention of de la Maza for drunken driving while he was Dominican 
Air Attaché in London. 

The Dominican Ambassador to Washington was informed on Feb- 
ruary 21 that the Department did not consider the Murphy case closed. 
The Department’s position was set forth in a note delivered in Ciudad 
Trujillo to the Dominican Government on March 16. It stated that 
if the specimens of handwriting submitted by the Dominican author E 
ties as being of de la Maza were actually his, then the suicide note wa 
not written by de la Maza. It further noted that, contrary to offici al 
Dominican findings, the Department had evidence which indicated 
that Murphy (1) was well acquainted with high Dominican officials, 
and (2) was apparently enjoying an income bey ‘ond his monthly salary 
of $350 as a CDA copilot. 

(Inasmuch as the reading of Mr. Rubottom’s statement was not 
resumed after this interruption, a Department of State press release 
of May 29 containing the statement in full is printed herewith :) 
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STATEMENT REGARDING THE DISAPPEARANCE OF GERALD LESTER MURPHY 


During the course of the hearing before the Senate Foreign Relations Com- 
mittee this morning on the nomination of Roy Richard Rubottom, Jr., as Assistant 
Secretary for Inter-American Affairs, Senator Morse asked Mr. Rubottom to 
provide the committee with information on the Department’s actions resulting 
from the disappearance of Gerald Lester Murphy in the Dominican Republic. 
The hearing was interrupted after Mr. Rubottom had made a partial statement 
on this subject. Because of the interest of Senator Morse that a full report of the 
Department’s activities on behalf of Mr. Murphy be made public, the following 
statement has been released. 

It is anticipated that the committee, which is now fully engaged in hearings 
on the Mutual Security Act, will later resume its hearing in connection with 
Mr. Rubottom’s nomination. At that time the committee will have further 
opportunity to discuss this matter wih him. 


STATEMENT 


On the afternoon of December 3, 1956, Gerald Lester Murphy, a United States 
citizen, left his apartment in Ciudad Trujillo, Dominican Republic, and has not 
been seen or heard from since. The American Embassy first learned of his disap- 
pearance on December 5, and on December 6 requested of the Dominican police 
that a search for Mr. Murphy be initiated. 

The Embassy also informed the Department of State by telegram of Murphy’s 
disappearance. This information was transmitted on December 7 to his parents, 
Mr. and Mrs. Lester Gerald Murphy, of Eugene, Oreg. The Embassy the same 
day also sent to the Department information then available concerning Murphy’s 
activities in the Dominican Republic, on the basis of which the Office of Security 
of the Department entered the case. The Office of Security communicated the 
information to the Department of Justice and to other United States investiga- 
tive agencies. Close liaison was established with these agencies on a continuing 
basis. 

On December 10, Dominican police gave the Embassy a first report dated 
December 8. It stated that Murphy’s car had been found early in the morning 
of December 4, abandoned off the highway near the sea. Presuming it to have 
been stolen, the police had sent a notice to Murphy’s address requesting that the 
car be picked up. Murphy not having returned home by December 6, the car 
was towed to police headquarters and an intensive search begun, the report 
stated. 

Based on information received from the Embassy, security officers of the 
Department on December 11 interviewed Murphy’s fiance, Sally Claire, in Miami. 
On December 15, the American Ambassador told Secretary of State Without 
Portfolio Manuel de Moya, Attorney General Francisco Elpicio Beras, and Chief 
of Police Antonio Hart that the United States Government took a “very serious 
view” of the case, and was assured that “the most detailed investigation 
possible” would be carried out by the Dominican authorities. Two days later, 
while the Attorney General was at the American Embassy again discussing the 
case, Murphy’s father and Miss Caire called at the Embassy, following their 
arrival in Ciudad Trujillo. They talked to the Attorney General, and were 
fully informed of all developments in the case to date by Embassy officers. 

On December 20, the Embassy sent a note to the Dominican Ministry of 
Foreign Affairs expressing its concern over the still-unresolved disappearance 
of Murphy. Again, on December 31, the Ministry told the Embassy that inquiries 
“are taking place with the rapidity and zeal required,” and that, when complete, 
a copy of the police report would be furnished. 

Among those taken into custody for questioning by the Dominican authorities 
was Octavio de la Maza, a Dominican pilot for the Dominican airline (Compaiiia 
Dominicana de Aviaci6n—CDA). Murphy had been a CDA copilot from April 
1956 until he resigned in late November purportedly to return to the United 
States. 

At noon on January 7, 1957, the American Chargé d’Affaires ad interim was 
informed by the Dominican Attorney General that de la Maza had committed 
suicide in his cell at around 4 o’clock that morning, and that de la Maza had 
left a suicide note admitting he was responsible for having pushed Murphy into 
the sea in a fight, and that he was killing himself out of remorse. The chargé 
was shown the purported note and given a typewritten copy. On January 8 he 
visited the jail cell where de la Maza allegedly had hanged himself. The 
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following day he requested the Dominican Government for (1) the loan of 
the original suicide note; (2) a copy of the transcript of police questioning of 
de la Maza prior to his death; (3) a copy of the death certificate; and (4) a copy 
of the autopsy report, if any. 

The chargé called on the Minister of Foreign Affairs on January 16 to deliver 
a note recalling the Dominican note of December 31 which promised a copy of 
the Dominican police report then under preparation. He also asked for the 
“fullest possible” report from the Dominican authorities on Murphy’s activities 
in the Dominican Republic which might shed light on a motive for his disappear- 
ance. The note stated that the United States Government could not, on the 
basis of information available to it, accept the Dominican Government’s position 
that Murphy’s disappearance was solved by de la Maza’s confession. 

On January 28, the Ministry furnished the Embassy (1) a chronological 
list of Murphy’s flights as a CDA copilot from April 21 through November 19, 
1956, showing destinations and the name of the pilots in charge; and (2) photo- 
static copies of the official de la Maza death certificate. 

On February 9, the Dominican Foreign Minister, in the company of the at- 
torney general, gave the Ambassador the following additional documentation: 
(1) A report by the attorney general to the Foreign Minister summing up the 
official Dominican inquiry into the disappearance of Gerald Lester Murphy; (2) 
transcripts of police interrogations in connection with the Murphy case; (3) 
transcripts of police interrogations in connection with the de la Maza case; 
(4) photostats of the suicide note attributed to de la Maza, accompanied by an 
analysis prepared by a Spanish expert attesting, on the basis of comparison with 
purported specimens of de la Maza’s handwriting, that the suicide note was 
genuine; (5) the formal opinion by the Dominican examining magistrate clos- 
ing the case of Gerald Lester Murphy with the finding that he was murdered by 
de la Maza; (6) the formal opinion by the Dominican examining magistrate 
closing the case of Octavio de la Maza with the finding that he committeed suicide; 
and (7) other miscellaneous documents, such as the bill of sale of Murphy’s 
car, the report of the search and sealing of Murphy’s apartment, and medico-legal 
and autopsy reports on de la Maza. On February 13, the Dominican Ministry 
of Foreign Affairs furnished three photosatic excerpts of Scotland Yard reports 
on the detention of de la Maza for drunken driving while he was Dominican air 
attaché in London. 

The Dominican Ambassador to Washington was informed on February 21 
that the Department did not consider the Murphy case closed. The Depart- 
ment’s position was set forth in a note delivered in Ciudad Trujillo to the 
Dominican Government on March 16. It stated that if the specimens of hand- 
writing submitted by the Dominican authorities as being of de la Maza were 
actually his, then the suicide note was not written by de la Maza. It further 
noted that, contrary to official Dominican findings, the Department had evidence 
which indicated that Murphy (1) was well acquainted with high Dominican 
officials, and (2) was apparently enjoying an income beyond his monthly salary 
of $350 as a CDA copilot. After expressing the American Government’s grave 
concern over Murphy’s disappearance, the note stated that the United States 
considered the Murphy case as unsolved, and requested the Dominican Govern- 
ment to “reopen and vigorously pursue its investigation.” 

The Dominican Government replied to the note of March 16 in three suc- 
cessive notes. On March 29, it stated that further investigations had con- 
firmed its previous view that Murphy had no more than “ordinary and casual 
contact” with Dominican officials. The note contained a statement attributed 
to Brig. Gen. Arturo R. Espaillat, who was Under Secretary of State for the 
armed forces in the Dominican Republic until becoming Dominican consul gen- 
eral in New York, and alternate representative to the United Nations in May 
1956. General Espaillat declared that he had known Murphy in Ciudad Trujillo 
as a pilot of the Compani Dominicana de Aviacién in the same way that he 
knew all the other American pilots of CDA, as well as a large number of the 
American colony in Ciudad Trujillo. On April 4, the Dominican Government 
stated that additional investigations had led its attorney general to conclude 
that Murphy did not have large sums of money during his stay in the Dominican 
Republic, nor did his income exceed his salary as a CDA copilot. On April 
13, the Dominican Government stated that it continued to consider valid the 
findings of a Spanish handwriting expert that the suicide note attributed to de 
la Maza was actually written by him. For the Dominican Republic to accept 
as conclusive in this matter an opinion to the contrary by agencies of a foreign 
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power would be equivalent to abdicating its sovereign rights as a state, the 
Dominican note concluded. 

In the meantime, on March 29 the Department received from Murphy’s parents 
a bank draft from the Banca de Reservas de la Reptblica Dominicana in the 
amount of $35,000, payable to Lester Gerald Murphy, and which was described 
as the award (less attorney’s fees) made by a Dominican court as a result of a 
civil suit brought by the Murphy family against the de la Maza estate. On the 
same date the Department returned the draft to Mr. and Mrs. Murphy with 
the explanation that a civil action in a foreign court is a private matter. 

The United States Government delivered its latest note in the Murphy case 
to the Dominican Ambassador in Washington on May 2. Citing the investiga- 
tion into Murphy’s activities in the United States prior to his disappearance, 
the note stated that “sufficient evidence has now been uncovered to indicate that 
Mr. Murphy may have been connected with the disappearance of Dr. Jesus de 
Galindez in New York on or about March 12, 1956, acting on behalf of or in 
association with certain Dominican and American nationals.” The Dominicam 
Ambassador was further informed that the name of Arturo R. Espaillat figured 
repeatedly in this investigation. In view of official Dominican statements of 
willingness to cooperate in solving Murphy’s disappearance, as well as similar 
personal assertions by General Espaillat, the United States note declared that it 
appeared “desirable and appropriate” that the general’s diplomatic immunity 
be waived by the Dominican Government “in order that he should be amenable 
to the usual and lawful procedures in matters of investigation and trial” in the 
United States. No reply to this note has yet been received from the Dominican 
Government. 

On May 4, General Espaillat returned to the Dominican Republic. The De- 
partment is informed that General Espaillat has since assumed the office of 
Secretary of State Without Portfolio, and that a successor to him has been 
named as Dominican consul general in New York, and alternate representative 
of the Dominican Republic to the United Nations. 

The Department is continuing its investigation into the disappearance of Mr. 
Murphy by all available means, maintaining close liaison with the Department 
of Justice. 

Senator Morse. May I interrupt once more before I go to the floor ? 

As this statement shows, there is then some doubt on the part of our 
own investigators as to whether or not the suicide note was genuine? 

Mr. Rusorrom. That is true; and we expressed that, and we re- 
quested in the end of that note that they reopen and vigorously pursue 
its investigation, referring to the Government. 

Senator Morse. Official doubt was expressed because our own hand- 
writing experts expressed serious doubt as to whether or not the suicide 
note was written by de la Maza? 

Mr. Rusorrom. Yes, sir. 

Senator Morse. Mr. Chairman, I regret very much that I have to go. 
I have to go to the floor immediately. I apologize to the Secretary 
for these delays. They are not of my making and they are not of his, 
but it is just a situation in the Senate when it is difficult sometimes 
to find the time to conduct these hearings. Let the record show 
that as soon as Mr. Marcy can find a date when a hearing can be held, 
and I hope at the earliest possible date, the Senator from Oregon will 
be on hand to complete this examination on the basis that I announced 
at the beginning of the hearing. I do have to go to take the floor now. 

Mr. Chairman, in going, I want to raise a procedural matter. As the 
o: ; Tits : 4 
Chair knows, I earlier asked permission to have the executive hearing 
on Ambassador Hill published on the same basis as the hearing on 
Ambassador McLeod was published. 

Ambassador Hill has no objection to it being published. Had I 
known the morning that I went to the hearing that Ambassador Hill 
was going to be up for hearing, and it is my own fault I did not know 


° . . 5 . . 
it but I did not know it, I would have asked for a public hearing. I 
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did not feel I should after I was in the hearing room and I had not 
informed myself before I got there. That is why I asked to have it 
published, and if at any time you have a quorum where you might raise 
the matter, I would appreciate it. 

The Cuarrman. Is there any objection to that ? 

The Chair hearing none, it is so granted, and in view of the fact that 
the Senate is convening now, this meeting stands adjourned. 

The continuation of the Rubottom testimony will take place at a 
time not yet determined, but we will adjourn until 2 o’clock this after- 
noon at which time the other nominations will be taken up. I trust that 
every member of the committee will make every effort to be there be- 
cause all these gentlemen are waiting to go abroad to their respective 
posts when the nominations have been confirmed. 

The meeting stands adjourned until 2 this afternoon. 

(Whereupon, at 10:30 a. m., the committee was adjourned.) 
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MONDAY, JUNE 10, 1957 


Unirep Strates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to eall, at 10 a. m., in room 457, 
Senate Office Building, Senator Theodore Francis Green (chairman) 
presiding. 

Present: Senators Green, Fulbright, Morse, Mansfield, Smith of 
New Jersey, Hickenlooper, and Aiken. 

The CuarrmMan. The committee will please come to order. 

The Committee on Foreign Relations is meeting this morning to 
resume its hearings on the nomination of Mr. Roy Rubottom to be 
Assistant Secretary of State for Inter-American Affairs. 

Mr. Rubottom appeared before the committee on May 29, but our 
hearing was interrupted because of business on the floor of the Senate. 

At the time we were interrupted, Senator Morse was asking some 
questions of Mr. Rubottom. 

Senator Morse, will you proceed with your questioning now ? 


STATEMENT OF ROY RICHARD RUBOTTOM, JR., NOMINATED TO 
BE ASSISTANT SECRETARY OF STATE FOR INTER-AMERICAN 
AFFAIRS—Resumed 


UNITED STATES MAY 2 NOTE TO DOMINICAN REPUBLIC ABOUT DISAPPEAR- 
ANCE OF GERALD LESTER MURPHY 


Senator Morse. Yes, Mr. Chairman. 

Mr. Secretary, in the course of our last hearing you were in the 
process of summarizing the State Department’s record on the Galin- 
dez and Murphy cases. 

Following the meeting you issued a State Department press release 
May 29, 1957, which I appreciated very much, because I thought it 
was very helpful in at least removing the possibility of any misunder- 
standings that might grow out of our meeting this morning. 

At page 4 of that press release you say: 

The United States Government delivered its latest note in the Murphy case to 
the Dominican Ambassador in Washington on May 2. Citing the inyestigation 
into Murphy’s activities in the United States prior to his disappearance, the 
note stated that “sufficient evidence has now been uncovered to indicate that 
Mr. Murphy may have been connected with the disappearance of Dr. Josus de 
Galindez in New York on or about March 12, 1956, acting on behalf of or in 
association with certain Dominican and American nationals.” The Dominican 
Ambassador was further informed that the name of Arturo R. Espaillat figured 
repeatedly in this investigation. In view of official Dominican statements of 
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willingness to cooperate in solving Murphy’s disappearance, as well as similar 
personal assertions by General Espaillat, the United States note declared that 
it appeared “desirable and appropriate” that the general’s diplomtic immu- 
nity be waived by the Dominican Government “in order that he should be 
amenable to the usual and lawful procedures in matters of investigation and 
trial” in the United States. No reply to this note has yet been received from 
the Dominican Government. 

Could you tell us, the committee, what the developments are in 
regard to this diplomatic exchange ? 

Mr. eee Senator, shortly after the delivery of the note on 
May 2, I spoke orally in my office to Ambassador Salazar prior to 
his departure from the United States to ask him if he had obtained 
a reply and he said that he had not but that was pressing for a 
reply. 

I then called him on the telephone perhaps around the 10th or 12th 
of May to urge him again about the reply and he said that he had 
not yet obtained one. 

Then on May 29 we sent a followup note which was delivered to 
the then chargé d'affaires who was here because Ambassador Salazar 
had already departed, requesting that the Dominican Government 
waive the immunity and that Consul General Espaillat, the then 
consul general, because by that time he had already returned to the 
Dominican Republic, come to the United States to testify, and we 
have not had a reply to that note of May 29. 

There have been certain declarations made by Espaillat in the 

ress which have been published here and presumably down there, 
in which he states that he is willing to submit to questioning there. 

However he has not indicated a willingness to come up here to 
testify before a court under oath. 


PRESENT STATUS OF CONSUL GENERAL ESPAILLAT 


Senator Morse. Is General Espaillat now holding an office in the 
Dominican Republic as Secretary of State without portfolio? 

Mr. Rusorrom. As I understand it in accordance with a decree 
published there he is now holding a position known as Secretary of 
State, yes, without portfolio. 

Senator Morse. In that capacity, which is a position of responsi- 
bility in the Dominican Republic, he would necessarily be involved 
in carrying on diplomatic relationships between his Government and 
our Government; would he not ? 

Mr. Rusorrom. Not necessarily. You described his position as Sec- 
retary of State, which of course would correspond to our Secretary 
of State. 

They actually have a Secretary of State for Foreign Affairs and 
Worship who is responsible in their Government for the conduct of 
relations with the United States and with other governments. 

Espaillat’s position as Secretary of State without portfolio is, I 
would judge, sort of a general responsibility for whatever assign- 
ments might be given to him. 

Senator Morss. Would you call it a minor position in their Gov- 
ernment ¢ 

Mr. Rusorrom. No, sir; I would not call it a minor position. 

Senator Morse. There is no question about the fact that we have 
considerable concern in our country, do we not, in State Department 
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circles, in regard to Es ppaillat: s conduct while he was officially assigned 
to duty in our country ‘ 

Mr. Rusorrom. Yes, sir, I think that is the case, and that is the 
reason why we asked him to waive his immunity and his Government 
to do so, in order to have him testify. 


GALINDEZ AND MURPHY CASES NOT CONSIDERED CLOSED 


Senator Morse. Other than what you have already put into the 
record, are there any new dev elopments or documents that ought to 
be made a part of the record in regard to negotiations between our 
Government and the Dominican Republic i in regard to the Galindez- 
Murphy cases ? 

Mr. Rusorrom. No, sir; I believe not. I believe I have told you 
all there is up until now. 

Senator Morse. Am I correct in my understanding that the State 
Department still does not consider either the Murphy « or the Galindez 
case closed ? 

Mr. Rusorrom. That is correct, sir. We are primarily and par- 
ticularly interested in the Murphy case, and to the extent that it is 
related to the other, we are also interested in it, and we do not consider 
them closed. 

ALLEGED DE LA MAZA SUICIDE NOTE 


Senator Morse. Am I correct in my understanding that the hand- 
writing expert of the Federal Bureau of Investigation that studied 
the so-called suicide note of de la Maza does not consider that suicide 
note the authentic handwriting of de la Maza? 

Mr. Rusorrom. That is correct, sir. 

On the basis of the comparison with what was handed to us as 
being de la Maza’s specimen of handwriting, our experts determined 
that the suicide note could not have been written by him, 


ATTENTION GIVEN MURPHY CASE BY REPRESENTATIVE CHARLES PORTER 


Senator Morsr. Mr. Secretary, I have before me a letter that I 
received from Congressman Charles Porter of my own district, who 
is the Congressman from that district, and who, in my opinion, has 
done a very courageous and thorough job in carrying out his congres- 
sional duties in respect to the Murphy case. 

As I pointed out the other day, young Mr. Murphy was a member 
of the Congregational Church of Eugene, Oreg., of which both Con- 
gressman Porter and I happen to be parishioners. 

Both the Congressman and I knew the young Mr. Murphy. 
Through church work, we know his parents very well. I would like 
to say ‘for this record that I want to highly commend Congressman 
Porter for the work that he has done in respect to the Murphy case. 

I have at all times given him such assistance as my office could 
give. In fact, when we were first approached by Mr. Murphy's 
parents and by the minister of our church, Congressman Porter and 
I had a conference. In dividing u delegation of work, it was 
agreed that Congressman Porter Tonk take the case as the primary 
concern of his office and my office would give his office support. 


93221—57—_— 
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I say that for the record, because I want credit for whatever has 
been done in this case to go to Congressman Porter because he has 
worked hard on it and I think he has done a remarkably good job. 

In a letter that I received from him under date of March 29 there 
are two paragraphs that I should like to read and then have your 
comment on the same. 

Congressman Porter says to me: 

The Murphy and Galindez cases plainly show that the Dominican government 
has been directly responsible for criminal acts on American soil and, on its 
own soil, against an American citizen. The State Department note, a copy of 
which is enclosed, confirms the contentions I made as to the deceitful Dominican 
explanation about Gerry Murphy’s disappearance. 

Our present policy toward these dictators has cost us dearly in the eyes of 
freedom-loving peoples in Central and South America. I have many letters from 
a majority of the Latin American countries, as well as from throughout the 
United States. They indicate the great and serious interest of Latin America in 
this issue, an interest further evidenced by the continuous news coverage 
awarded the Murphy-Galindez cases in many leading newspapers to the south 
of us. 

As for specific lines of investigation, I am enclosing herewith a memo, marked 
“Exhibit A,” setting out a list for the attention of your subcommittee staff. 


LACK OF SATISFACTORY EXPLANATION BY DOMINICAN REPUBLIC 


Mr. Secretary, I am not asking you to underwrite either Congress- 
man Porter’s language or his conclusion, but I ask you this: Could you 
share Congressman Porter’s observations at least that the Dominican 
Republic to date has certainly not given us a satisfactory explanation 
of either the Murphy or Galindez cases ? 

Mr. Rusorrom. Yes, I would agree with that. I would think that 
until some evidence can be shown that the Dominican Government is 
responsible for the Galindez case—and mind you, I am aware of the 
very significant chain of circumstantial evidence—their reply to any 
charge of that kind would be that since Galindez disappeared from 
the United States, the responsibility would be on the part of the New 
York police, and any subsequent investigators that got in the act. 
But I would agree in general to that statement: That we have not 
been satisfied and we are continuing to press for additional informa- 
tion. 





FORM OF GOVERNMENT IN DOMINICAN REPUBLIC 


Senator Morse. Mr. Secretary, on February 28, 1957, Congress- 
man Porter made a speech in the House of Representatives in which 
he made serious criticisms of dictatorial practices on the part of Tru- 
jillo and his Government. 

The first question on that speech is: Is it true Trujillo operates what 
is commonly referred to as a dictatorial or totalitarian government ? 

Mr. Rusorrom. Yes, I think it is true that his government is gen- 
erally regarded—or the Government there of the Dominican Republic 
is generally regarded—as being certainly a highly centralized dicta- 
torial type of government. 

Of course the President of the Dominican Republic has recently 
been reelected by the electoral processes of the Dominican Republic, 
and he has just finished a 5-year term or shortly will finish. 
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Senator Morse. Speaking of the electoral processes of Trujillo’s 
government, are they comparable to the electoral processes of the 
United States? 

Mr. Rurorrom. No, sir. 

Senator Morsr. Would you say that political opposition to the 
Trujillo government is countenanced in the Dominican Republic? 

Mr. Rusorrom. I would doubt that there is very much opposition 
countenanced, sir, or that there is very much expressed there. 

Senator Morse. Let me state my conclusion—and you know me. 
You are perfectly free as a witness to carry on colloquy with me by 
way of asking me for explanation of whatever point of view I express 
in my questioning, because one thing I never intentionally do is ask a 
question that is unfair to the witness. 

I want to protect the witness before me at all times so that he gets 
into the record his real views. 

Do you disagree with my conclusion that Trujillo operates in the 
Dominican Republic what is generally referred to as a totalitarian 
government, a government of, for want of a better term, a Fascist 
type‘ 

Mr. Rusorrom. No; I would not disagree with that statement in a 
general way. 

As far as what is considered a Fascist type, I—— 

Senator Morse. Could I seek to clarify my own meaning by saying 
it is a government in which there is a one-man rule at the head of the 
Government, in effect, hav ing the dictatorial authority of controlling 
by executive edict the processes of the Government as administered 
during his administration ¢ 

Mr. Rusorrom. They do not have a Congress there and they go 
through certain congressional procedures in addition, and they have, 
of course, the decree process, which is very important in any highly 
centralized government, dictatorial government if you please, of that 
kind. 

Senator Morsr.If they have an executive decree system, would you 
supply the committee a list of the congressional edicts that are in 
conflict with the wishes of the dictator ? 

Mr. Rusorrom. No; I can’t supply you with any such list. 

Senator Morse. I think we understand. 





CHARGES OF TERRORISTIC TRUJILLO ACTIVITIES IN UNITED STATES 


Now in his speech on February 28 Congressman Porter made 
grave charges of terroristic activ ities of Trujillo's instrument in the 
United States. 

I quote from his speech, page 2494 of the Congressional Record: 


In 1952 Andres Requena, a journalist and writer of an exposé on the Trujillo 
regime, was decoyved to a New York tenement and shot dead. Prior to his 
murder, the FBI had been notified by a Dominican that Requena was a marked 
man. The informant said that Felix Bernardino, then Dominican consul 
general in New York, had offered him money to find two Italians to assassinate 
Andres Requena and Nicolas Silfa, leader of the Dominican Revolutionary 
Party in New York, at $5,000 a head. In spite of this prior warning, Requena 
met death, and the New York police never found his murderer. Immediately 
after the murder, Bernardino, the Dominican consul, was transferred to Vene- 
zuela, a safe distance from the inquiry. 
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Nicolas Silfa, the other Trujillo opponent marked for murder on that occasion, 
still lives. He is constantly harassed by threats, anonymous phone calls, and 
frameup attempts. On one occasion he and his wife found a box of band-aids in 
their car, with some marihuana cigarettes inserted. A box under the car seat was 
found to contain counterfeit coins. These were turned over to the New York 
police. Several days later, Silfa was visited by United States agents investigat- 
ing a denunciation that he was counterfeiting United States money. 

Last December, at the height of the Murphy search, Trujillo’s stooges made 
another attempt to silence Silfa’s efforts to expose the nature of the Dominican 
dictatorship. This time 4 policemen accompanied by 2 photographers, but no 
search warrant, entered Silfa’s apartment on a tip that he was practicing den- 
tistry without a license. The man who made the illegal practice charge against 
Silfa stated he fell into a 3-day coma as a result of Silfa’s malpractice. 

In sworn testimony, that gentleman was seen out dancing the night he was 
supposed to have been in a coma. Silfa’s witness to this interesting fact was 
promptly rewarded for his courage by a vicious beating in the corridor of his 
apartment house. 

Arthur Hicks, the journalist and author of another Trujillo exposé entitled 
“Blood in the Streets,” has another tale to tell of an experience with Trujillo’s 
hoodlums in the United States. 

Shortly after the publication of his book, his brother-in-law was awakened at 
3 a. m., by a loud pounding on the door. Upon opening the door, he was greeted 
by a dark-complexioned man who asked for Hicks, explaining that Hicks had 
invited him up for a drink earlier in the evening. 

Hicks had not lived at that address for some time, and only the passport 
which he had used in the Dominican Republic while gathering material for his 
book carried that address. We can only deduce that Hicks was very lucky to 
have moved some time before. This matter, as dozens of others, was reported 
both to the New York police and to the FBI. 

Nor are Trujillo’s activities confined to New York. On one occasion in 1953, 
three cars belonging to the dictator’s opponents had their tires slashed while 
parked in the 4800 block of 16th Street NW., right here in the Nation’s Capital. 

What are we going to do about Trujillo’s dogged pursuit of his opponents be- 
yond the borders of his plantation, otherwise known as the Dominican Republic? 


That is Congressman Porter’s question and also mine. 

Mr. Rupsorrom. Senator, on the basis of what you have read and 
on the basis of the investigation which has been carried out by the 
Department of Justice and other investigative officials in the United 
States, I would say that we are very, very much concerned about and 
interested in any evidence that can be uncovered that can be shown 
as submissible evidence and proof of activities of the Dominican Re- 
public in the United States which are inappropriate and illegal. 

As much as anything I think it was with that in mind that we sent 
the request to the Dominican Government officially to ask the former 
Consul General Espaillat to waive his immunity, and appear in our 
courts where he ander oath could answer questions in occordance with 
our duly recognized judicial procedures, and we certainly are, I re- 
peat, very concerned about any activities of the nature that you have 
just described being carried out in the United States. 

It would constitute the most unwarranted intervention in the affairs 
of the United States and of its people. 

And of course that is the other side of the coin of our policy of not 
intervening in their affairs. 


PURPOSE OF EXAMINATION 


Senator Morse. Mr. Secretary, I want you to understand the pur- 
pose of this examination. I don’t know all the facts about these 
charges. There are just too many of them. They are too consistent 
in nature for me as chairman of the Subcommittee of the Foreign 
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Relations Committee on Latin American Affairs at least not to make 
inquiry. 

Mr. Rusorrom. Yes, sir. 

Senator Morse. + I did not make inquiry I would be subject to 
rightful criticism. I don’t want to proceed in my demand that the 
committee consider these charges and ask my committee to support 
the investigation until I know that there is first prima facie evidence 
to support such investigation. I am very much disturbed about what 
ane to be serious problems connected with the Dominican Repub- 
ic 

AGENTS OF TRUJILLO IN UNITED STATES 


For example, I would like to know what steps the State Depart- 
ment takes in checking up on Trujillo’s agents in the United States 
as listed by Congressman Porter in his speech. 

I make no criticism of the people whose names I now read. Many 
of them are lawyers, public relations people. 

They have a right to represent Trujillo’s government, but I want 
to know what our policy in the State Department is on checking up 
on the activities of such people. 

Congressman Porter says: 

The list of Trujillo’s registered agents include some very distinguished names. 
Currently on his rolls is the law firm of Franklin D. Roosevelt, Jr., and Charles 
Patrick Clark, with a neat annual retainer fee of $60,000. His agents here in 
Washington include: Cummings, Sellers, Reeves & Conner, at $2,000 a month; 
Joseph Gerald Feeney, at $1,500 a month; International Services, Inc., at 1625 I 
Street NW., draws $12,500 every 3 months for public relations expenses and 
services; Brookhart, Becker & Dorsey on K Street were paid formerly about 
$2,500 monthly but now their contracts read, “in accordance with services 
rendered.” 

In New York, Harry Klemfuss Associates spent over $30,000 during April, 
May, and June of last year on the dictator’s behalf, and is still on the payroll. 

I do not mean to imply that all or any of the above named have base motives 
for serving Trujillo. I only raise the question of the propriety of their serving 
in a capacity to lend respectability to a regime which plots and carries out 
murders of American citizens and guests. 

My question goes beyond that. What I would like to know is when 
we have these registered agents of a foreign government of the United 
States, what is the procedure in the State Department in checking 
up on their activities? 

What do we try to find out as to what they are doing to influence 
either American public opinion or governmental policy, because this 
is a substantial list and a considerable amount of money for any coun- 
try that is as small as the Dominican Republic to be spending in the 
United States. 

! wonder if you could help the committee by educating us as to 
what you do, when you find that you have a battery of agents such 
as that, in checking up to find out what it is they do for a foreign 
government. I would like to know what they can do for a foreign 
government with that amount of money. 

Mr. Rusorrom. Senator, in the first place I would say that one of 
the main responsibilities of the United States Government is to see 
to it that such representatives are properly registered under the 
Foreign Agents Registration Act, which is the responsibility of the 
Department of Justice to enforce. It was the failure of one individual 
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whose name has appeared in the paper recently, a Mr. Frank, I be- 
lieve, to properly register that has led to his indictment, and pre- 
sumably he will come up in due time before the courts shortly, which 
was of course brought out by the Department of Justice in working 
very closely in cooperation with us. 

The Department of State I suppose is made aware of the activities 
and the presence of individuals who represent foreign governments 
when they call from time to time on people in the Departament. 

I have had some people call on me about matters involving cer- 
tain policy decisions, perhaps legislation pending in the Congress, 
perhaps a number of things in which it seems to be customary—cer- 
tainly the Dominican Republic as you know is not alone in hiring 
representatives of this kind. 

I would say they are generally attorneys who are expert in analyz- 
ing the laws in which these governments are interested and also pub- 
lic relations counsel who of course cover a wide gamut of activity. 

I have them call on me from time to time as I am sure others in 
the Department do. I think we are aware of their presence. We are 
aware of the fact that they have an ax to grind, if you please, when 
they call on us. 

Beyond that as far as any actual investigation is concerned, if they 
are properly registered, unless they are guilty of some improper 
activity, I would not say that it is normally the responsibility of our 
Department to investigate everything that they do, sir, because it is 
probably one of many jobs that they may do under retainers, shall 
I say, or for a fee. 

Senator Morse. I ask this question for information because I don’t 
know the procedure. When you have an American firm representing 
a foreign government as a foreign agent, is there any requirement 
that any of its releases, correspondence, or representations to Con- 
gress, for example, be filed with the Department of State; or can 
they proceed to carry on their business as Americans for a foreign 
government in secrecy as far as the Department of State’s knowledge 
is concerned ? 

Mr. Rusorrom. They could not carry on business officially with 
the Department of State in secret because their presence would be 
made known to us, and if they appear say before a committee in a 
hearing, as sometimes does happen, of course they have to announce 
themselves as representing a certain government, so that in turn puts 
it right on the public record. 

Senator Morse. I don’t make myself clear. I did not mean carry- 
ing on their activities with the Department of State in secrecy. I 
mean carrying on their activities with other people of the United 
States in secrecy. 

Let’s say that some public-relations firm puts out a release on activ- 
ities in the Dominican Republic. Do they have to file a copy of that 
release with the Department of State ? 

Mr. Rusorrom. No, I would not say that that necessarily is required. 
I think we would assume, for example, that a public statement issued 
by any foreign government was very probably counseled either con- 
structively or negatively, one way or the other, by any counsel that 
they might have here if they saw fit to consult with him. 
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As a matter of fact, I referred earlier to the statement of Espaillat 
which had recently been issued in the press. It was released in the 
United States by a public relations firm in New York, as I recall the 
news story. 

Senator Morse. Mr. Holt of the staff just advised me that foreign 
agents have to file press releases with the Department of Justice. I 
am glad to get that into the record. I did not know that. 


UNITED STATES PRIVATE INVESTMENT IN DOMINICAN REPUBLIC 


In his speech of February 28, Congressman Porter gives a 
summary of some of the United States companies that have pri- 

rate investments in the Dominican Republic that were running cur- 
rently at that time to about $90 million. 

United States private investments in the Dominican Republic currently run to 
about $90 million. The following companies have sizable operations: the South 
Puerto Rico Sugar Co.; Alcoa; Barium Steel Corp.; Pepsi-Cola; Coca-Cola ; 
Canada Dry; Pan American Airways; Lockjoint Pipe Co.; Elmhurst, N. J., 
Construction Co.; Ambassador Hotels; William Pawley is doing mineral exploita- 
tion and acting as adviser to the Government on mining matters. 

And there are others not covered in the list. What steps does the 
State Department take in checking up on the propaganda distributed 
or influence exercised by American investors in a foreign country such 
as the Dominican Republic ? 

Mr. Ruprorrom. I think that we certainly pursue carefully every- 
thing that is said and done by these investors. We get rather detailed 
reports, for example, from our Embassies on the ‘activities of these 
investors; in this case in the Dominican Republic the reports would 
come from Ciudad Trujillo and when representatives of the United 
States for example go there to transact business usually our Embassies 
know about it. 

The common practice is for the representatives to call at the 
Embassies and to make known that they are there and what their 
business is. 

We also of course undertake to follow the activities of the com- 
panies up here to the extent revealed in their reports or in visits to 
us as happens rather frequently. 

When the company encounters difficulties or is conducting a nego- 
tiation of some kind or feels that it is in any way not obtaining the 
cooperation which it is entitled to under its contract or concession 
or is being denied justice in the courts, we are made aware when they 
come to us. 

Insofar as the Department having an investigative staff to pursue 
the activities of these companies, we don’t have that, sir. 


RELATIONSHIP OF PRIVATE INVESTMENT TO AMERICAN FOREIGN POLICY 


Senator Morse. Let me make it very clear, Mr. Secretary, that my 
questions about the activities of foreign investors are not to be inter- 
preted as any unfriendly attitude on my part toward having American 
investors invest abroad. 

On the contrary, I am strongly for it. I have frequently indicated, 
however, that policy ought to be based upon American investors fol- 
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lowing the American flag rather than the American flag following 
the American investors. 

By that figure of speech I simply mean this: I think that Ameri- 
can investors in foreign countries ought to know that their invest- 
ments should be made in accordance with American foreign policy 
abroad and not in conflict with it. Their investments ought to be 
made in consultation with American Government and in harmony 
with our foreign policy objectives. Because some of my subsequent 
questions bear some of the detail on this matter, I want to stress that 
at the beginning of this line of questioning. 

In fact, I strongly advocate that American investments abroad be 
made more and more in conformity with economic treaties that I hope 
will develop between our Government and foreign governments that 
will contain commitments of those foreign governments as to what 
they promise to do with regard to American investments, hoping there- 
by to reduce at least the danger of nationalization of an industry or 
expropriation of an industry after private citizens of America have 
invested millions of dollars in that country. 

I say that because it would be so easy for the press to get the wrong 
impression that I am against foreign investors. I am not. I am for 
such investments and believe we ought to have more of them. I hap- 
pen to believe the greatest export need of America is export capital, 
export investments. 

On the other hand, I am concerned about the difficulties we seem 
to get into frequently as a result of American investments abroad, 
where American companies seem to develop domestic policies in a 
foreign country that are embarrassing, that cause great trouble. 
Then after they get into trouble, they come running to ‘the American 
people and say, “Protect us.” And too frequently, I fear, when one 
gets into an examination of what has happened in that country, we 
find that if we were a native of that country we would probably be 
picking on these American companies, too, because of bad policies. 

I say that by way of preliminary because I would like to have you 
state for the record whether or not there is any cause for concern 
as to policies that have developed between Trujillo and American 
investors in the Dominican Republic that tend to strengthen Tru- 
jillo’s dictatorial control and take advantage of the people of the 
Dominican Republic. 

For want of a better term, I say economic policies on the part of 
American investors with the government of Trujillo that lead to 
exploitation of the people. 

What I am driving at is that these companies follow a policy, 
backed up by Trujillo, that does not better working conditions and 
results in low wage standards and conditions of employment, which 
certainly is not the policy of our Government. 

They are creating problems for us in not trying to spread freedom 
for the individual, by using their investment not as a vehicle for 
strengthening human freedom abroad, but for keeping people down, 
with the result that their own business practices abroad create anti- 
American feeling which causes people in these foreign countries to 
want us to go home. 

Now, don’t interpret this as a little speech. Interpret it as a desire 
on my part to lay out the problem that is bothering me in consultation 
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with you, because I think we ought to have in this record a statement 
as to what American business practices are in the Dominican Republic, 
and to what extent, if any, they are in sort of a partnership with 
Trujillo in maintaining conditions that are not very consistent with 
our expressed objectives and desires—that is, to strengthen freedom 
around the world rather than to extinguish it. 

Any comments you want to make on that problem I would appre- 
ciate. 

Mr. Rusorrom. Senator, I am glad to hear you state your interest 
in foreign private investment as a : fundamental part of United States 
policy, because certainly in Latin America, of all the regions in the 
world—there are 1 or 2 others that are almost equally fortunately 
located, like Canada and Western Europe—but in Latin America for- 
eign private investment and the establishment of conditions to attract 
it by the countries themselves, and also by the responsible policies of 
those companies which invest the money, is one of the fundamental 
planks of our economic policy in Latin America. 

I am not aware of any specific circumstances or conditions which 
exist in the Dominican Republic whereby businesses are collaborating 
in any way with that Government to the detriment of Dominican 
people. 

I happen to be a great believer in the general conduct and well- 
being of American business abroad. 

I think that there has been a great deal of experience gained in the 
past 2 or 3 or 4 decades, and that American investors going abroad 
now understand that it is in their own interest in the long run to con- 
duct themselves in a highly responsible way. 

In fact, nearly always in public statements—and this is certainly 
a public statement—I modify my reference to priv ate investment, as 
being one of the planks, you might say, of our economic foreign policy 
in Latin America, by the word “responsible.” And I fully agree with 
you, sir, that it should be responsible. 

Most of the problems, if not all of the problems, that we now con- 
sider that are brought to us by our investors, whether they be in the 
Dominican Republic or elsewhere, are problems that are bona fide and 
merit serious consideration. 

On the other hand, there are some where it might be interpreted 
that the company was a little bit out of line, and if that is the case, 
we say SO, sir. 

But I think that one of the additional factors that follows from 
this plank of our economic foreign policy in Latin America, which 
you just described so well, is the understanding on the part of the 
United States that this responsible investment abroad must see to it 
that its employees are well paid, well housed, and have a chance to 
advance ane progress. 

In many cases schools and public health for these employees are 
provided, in ‘odanien to wages and housing. 

And to the extent that they do that, and we certainly encourage 
them to do that abroad, I think that they are making a direct 
contribution. 

That is one of the reasons why private investment seems to us to 
be the constructive way of carrying the United States enterprise 
abroad, its know-how as well as its money and its emphasis on the 
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freedom and dignity of the individual who can only achieve such 
freedom and such dignity by virtue of adequate economic well-being. 

Senator Morse. Mr. Secretary, I want to say that I am delighted 
to have in the record the statement that you have just made. There 
are several points you made, and one that is exceedingly important, 
on which I will comment in a minute. 

But the foreign policy philosophy which you have just outlined 
causes me to feel that as to qualifications you will be a great asset 
in the position to which you have been nominated. 

May I say that, although I have cited Congressman Porter here, 
I also have a letter from him in which he expresses the same approval 
of your qualifications and recommends your confirmation. 

In the course of the remarks you just made, you pointed out that 
it is the policy of the State Department that if the Department sees 
an American firm abroad following a course of action which is not in 
the interests of those people, and which is going to result in American 
criticism, the State Department recognizes that it has the right and 
should confer with that company to point out the errors of the com- 
pany’s ways and the trouble that it may be making for itself and for 
its country. 

Is that a fair statement of what the policy is? 

Mr. Rusorrom. Yes, sir; I believe it is. In no other way can we 
represent the United States interests abroad if we do not wecept 
that responsibility, mindful of course that our suggestions may not 
always be carried out, or that we may be capable of human error. 

But we certainly in our own good judgment would undertake to 
do that, believing it our responsibility. 

Senator Morse. Is it a correct interpretation to say the State De- 
partment follows the policy of advising with American foreign in- 
vestors, urging the correction of policies that we think are not in 
the best interests of our country, because we know very well that if 
such investors run into trouble in a foreign country, they will run 
to us as their Government to try to bail them out, so to speak, diplo- 
matically with the country in which they are operating‘ 

Mr. Rvsorrom. Yes, sir; I think that is a fair statement. 


QUESTION OF ECONOMIC AND MILITARY AID 


Senator Morse. Now there is a considerable difference of opinion, 
in some quarters at least, over the question of policy as to whether we 
ought to give economic and military aid to a government as total- 
itarian as the Dominican Republic. 

What is your view in regard to economic and military aid to Tru- 
jillo? Would it be right to use that aid as a leverage, for example. 
upon Trujillo, or at least as a better diplomatic solution of some of 
the controversies that you are presently having with him / 

Mr. Rvuszorrom. Senator, I would like to answer that question in 
this way. In the first place, the maintaining of relations with a 
government, with a dictatorial type of government or any other 
kind of government, does not mean that we approve of its policies, 
and I would say that our paramount interest in dealing with nations 
is the safeguarding of the security and general welfare of the peo- 
ple of the United States as well as the other free nations of the world. 

The military defense agreement which was signed with the Domini- 
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can Republic in 1952 I think was concluded with that in mind, that 
it served the United States interest. 

You recall that in World War IT the waters around the Dominican 
Republic and Haiti on that island, close to Puerto Rico and close to 
Cuba, were infested with enemy submarines and it appeared to us 
that we could strengthen ourselves by helping the Dominicans 
strengthen themselves somewhat militarily. 

This was during the time of the Korean crisis. The military agree- 
ment that we have with the Dominicans is one of 12 that we have 
throughout the Americas, and of course we have many in other parts 
of the world. 

Therefore, I say that that agreement was designed to protect and 
advance the United States interest. 

Since that time we have also established on that island in the area 
of the Dominican Republic a guided missile tracking facility, which 
is also very much in the interests of the United States to have there. 

On the economic side, the Dominican Republic receives the second 
lowest amount of economic assistance exclusively in the form of tech- 
nical cooperation of any country in the Americas. 

The amount for the last 15 years or so since these programs were 
started there averages around $200,000 to $225,000 a year. 

Approximately half of that amount is for the purpose of paying 
the salaries and the expenses of the Americans stationed there. 

For every dollar that we have put up, the Dominican Government 
has put up $2. The program has been concentrated primarily in the 
field of public education. 

In all sincerity I believe that it is in our interests, sir, to help the 
Dominican Republic as we have helped other countries in the 
Americas. We have these technical cooperation programs with every 
country in the Americas now except for Argentina, and that agree- 
ment has just been signed to enable us to put a program there into 
effect. 

Once again using the example that I stated a while ago, by working 
in the field of public education and in the other places where we also 
concentrate in agriculture and public health, I believe we can do more 
by the example of our American technicians present and teachers and 
administrators as well as the grassroots program that goes down 
to the people themselves to convey the real meaning and significance 
of our American way of life than any other way. 

Therefore, on balance, sir, it is in our interest to maintain these two 
programs and they will be in the long-term interest of the Dominicans 
in the most. constructive way. 


FOREIGN AID OBJECTIVES 


Senator Morse. Do you share the view, Mr. Secretary, that one of 
our principal objectives, as far as our Government foreign aid pro- 
gram is concerned, is to benefit the people down at the mass level in the 
countries to which we give assistance? Do you feel that one of the 
most effective ways we can do this is through education, to help to 
provide educational facilities through which ideas can be born and 
understanding can develop, and also through programs that help 
individuals, as such, in connection with health programs and techni- 
cal assistance to improve their agricultural and industrial pursuits? 
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Is it your view that when we have an opportunity to do that, even 
though we do it in a country of whose government policies we do 
not approve, we are keeping faith with what we claim is the objective 
of our foreign aid program ? 

Mr. Rusorrom. Yes, sir; I do. 


MILITARY AID TO DOMINICAN REPUBLIC AND COLOMBIA 


Senator Morsr. In regard to military aid to the Dominican Repub- 
lic, what is your observation on the charge that is made that the 
danger of military aid to a totalitarian government is that that aid 
can be used to suppress movement of people in the country for greater 
freedom and greater liberty ¢ 

Mr. Rusorrom. I think that there is certainly enough validity to 
that charge to give it very serious consideration, and it is one of the 
ones that I think we weigh carefully in our minds all the time. 

There are examples, it seems to me, where irrespective of military 
equipment and all other means at the disposal of governments, they 
have been unsuccessful in quelling the spirit of the people when there 
was an overwhelming desire to do something about the government 
in which they found themselves in disagreement. 

For example, we also have a military defense assistance agreement 
with Colombia. We have had since 1950 or 1951. Colombia, as you 
know, participated in the Korean campaign, and now has troops 
present in the United Nations Emergency Force in the area near the 
Gaza Strip. 

These questions quite frankly have been considered from time to 
time with respect to Colombia, which has undergone considerable 
internal strain in the past few years, as you are undoubtedly aware. 

Notwithstanding the presence of military equipment in the hands 
of the Government, as you know, there was a recent change in the 
Government in Colombia in which there apparently was an over- 
whelming expression of desire on the part of the people in all walks 
of life, and that change was accomplished without important blood- 
shed. 

I think that it is a matter that we should always take into account, 
sir. 

On the other hand, there are certain advantages that come to the 
people from having internal security within the country in which they 
live, and it is a matter for the government in charge at any given 
time, it seems to me, to weigh on its own conscience as to whether the 
arms are used improperly against the people. 

Certainly there is a specific injunction in the case of military defense 
equipment from the United States that it is not to be used in that 
type of operation against the people. 

On the other hand, we also have Communist subversion to contend 
with, and we have the efforts of external forces outside the Americas 
and some within the Americas which are certainly not constructive 
and which do not have the benefit of the people at large in mind, and 
the governments are strengthened to protect themselves against that 
type , of attack. 

Senator Morse. I think the statement you just made is important 
and helpful. To be sure that my conclusions are accurate, No. 1, you 
point out that the State Department in its distribution of militar y aid 
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does recognize that the purpose is not to supply weapons, particularly 
small-arms weapons, machineguns, and so forth, that can be used to 
put down so-called disorders within a country when those disorders 
are not Communist and represent a good faith attempt on the part of 
the people to gain greater freedom. 

About all you can do about that is to use this injunctive process 
to make senfectly clear that it is to be used to protect the security 
of the Government, but primarily from the standpoint of its national 
defense and primarily to protect it from Communist attack. 

Is that a fair statement? 


NEED FOR IMPROVED PUBLIC RELATIONS 


In face of the criticism that we supply the military aid that main- 
tains totalitarian governments, do you think we need perhaps to do a 
little better job of public relations to show that that is not our purpose 
at all, but that our purpose is to protect even the critics from the grow- 
ing threat of Communist domination ? 

Mr. Rusorrom. Yes, sir; to the extent that our public relations has 
not covered that point, and it leaves us vulnerable to any charge that 
our arms are used improperly, well, certainly I would like to try to 
fill that gap. 

Senator Morse. Some of the exhibits I will use later in my exami- 
nation would indicate that we still have a job of correcting opinion 
in some segments of the world as far as that is concerned. 


DOMINICAN REPUBLIC AMBASSADOR DE MOYA 


Now the Dominican Republic has just appointed its new Am- 
bassador by the name of De Moya; has it not 

Mr. Rusorrom. Yes, sir. 

Senator Morse. In a speech on May 14 Congressman Porter, my 
colleague on the House side to whom I referred earlier this morning, 
said: 

I certainly protest the approval by the Department of State of this man 
De Moya’s credentials as Ambassador to the United States from the Dominican 
Republic. In a vicious speech delivered before the Commonwealth Club of 
San Francisco on April 5 of this year, De Moya referred to what he called 
Operation Galindez and Operation Murphy as Communist propaganda offensives. 
He implied that both myself and the United States Department of State are in 
the position of dupes of the Communist Party in the matter of the investigation 
into what happened to my consituent, Gerry Murphy. 

For this unwarranted attack I expect from De Moya a retraction and an 
apology. I have already officially notified the proper officials of the Department 
of State that this is my stand. 

If this speech by De Moya is an indication of his diplomatie ability, then he 
is not qualified to present his credentials to the President of the United States. 

Are you familiar, Mr. Secretary, with De Moya’s speech before the 
San Francisco Commonwealth Club? 

Mr. Rusorrom. Yes, sir; I have seen it. 

Senator Morse. In your opinion, was it a clear indication of a 
criticism of Congressman Porter ? 

Mr. Ruporrom. Senator, I did not interpret it that way. I have 
talked to Congressman Porter about this and I know how strongly he 
feels about it. The net effect of the speech was anti-Communist. I 
think the speech was unfortunate in at least two respects, and I in- 
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formed the previous Dominican Ambassador to that effect and I have 
also informed Ambassador De Moya already to that effect. 

In the first place, its timing, being delivered at a time when the 
agreement had not been approved. 

That might be excused, bearing in mind that Ambassador De Moya 
had served in the United States before for 2 or 3 years as Amb: issador 
and traveled frequently up here and has many friends in the United 
States. 

Obvious he would not have been invited otherwise to speak to a 
forum of this kind. 

Secondly, taking some of the language which is the type that was 
referred to there by Congressman Porter, he by nee at least 
certainly says things that left the wrong impression. \s I say, the 
net effect of the speech was anti-Communist. Of course, we are all 
engaged, I think, in an effort to show up the Communists for what they 
are, to be victorious in you might say this cold war struggle between 
ourselves and the anti-God Communists who would destroy our way 
of life. 

There is no question but what General Trujillo has been strongly 
and still is strongly anti-Communist. Therefore he is a target of the 
Communists and others in the Caribbean and elsewhere in Latin 
America, a target of the Communists. 

The address was entitled, “Communism in the Carribbean.’ 

Nevertheless, as I pointed out in the beginning, I am aware of the 
strong feeling that Congressman Porter has about the speech, and | 
regret that it occurred in the circumstances in which it did. 

Senator Morse. Regarding Ambassador De Moya’s reference to 
Operation Galindez and Operation Murphy as Communist propa- 
ganda offensives, I would thnk, Mr. Secretary, in view of the fact that 
Ambassador De Moya well knew that, as far as congressional activity 
is concerned, Congressman Porter was the leader in respect to the in- 
vestigation of those two cases (in accordance with his and my agree- 
ment that he would do the major job on those cases, particularly with 
respect to Murphy, and that my office would give him all the support 
he asked for) that it would not have been difficult for the Ambassador 
to differentiate between the attack on communism, which I certainly 
share, and any possible implication of a respected Congressman from 
my State. 

Lassure you that I don’t know of anyone in the State of Oregon who 
thinks that Charles Porter has the slightest possibility of being a dupe 
of Communists. Even Republican editors have expressed resentment 
over this speech. 

Mr. Rusorrom. I would agree with you and of course we don’t con 
sider ourselves in the State Department to be dupes of the Communists 
either. 

Senator Morsr. I was about to say that I also think it is unfortu- 
nate that an Ambassador would make a speech that was subject to 
the implication that the State Department, to put it mildly, is doing 
an exceedingly poor job in regard to the Galindez and Murphy cases, 
in that they allowed themselves to become dupes of the Communist 
offensive. 

I am not going to dwell on the point. As a Senator from Oregon, 
I wanted to make the point in this public record that I personally 
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resent the failure on the part of the Ambassador—at least the last 1 
heard he had not even had the courtesy—to write to Congressman 
Porter and clarify the matter, if he in fact did not intend to implicate 
him. 

I am sure the Ambassador is aware of the public criticism of his 
speech in my State in relation to our Congressman, and I have made 
my point. 

‘Until he does make some statement, at least in a letter to be released 
to the press, I am afraid that the criticism of him has to stand. 

Now a few more questions on this subject before I turn to another 
one. 


MINOTTO CRITICISM OF AMERICAN EMBASSY IN DOMINICAN REPUBLIC 


Mr. Secretary, Mr. James Minotto, on page 23 of his report on his 
on-the-spot survey of aid programs in Central America and the Carib- 
bean for the Senate Special Committee To Study the Foreign Aid Pro 
gram, makes the following statement with reference to the Dominican 
Republic: 

The quality of support rendered to the United States operations mission by the 
Embassy is not satisfactory for effective operation. As a result, the program is 
not serving the interests of the United States to the fullest extent possible. 

Although Mr. Minotto mentioned no names in speaking of the Em- 
bassy, I assume he must be referring to the man then in charge, Am- 
bassador Pheiffer. 

Are you aware of this state of affairs between the United States 
operation mission and the Embassy, and, if you are, what if any 
steps have you thought necessary to correct the situation, if there is 
a situation which in your opinion needs correction ? 

Mr. Rvunorrom. Senator, I read the Minotto report. 

I met Mr. Minotto for the first time a few years ago. I very care- 
fully briefed him, as I did the other representative who went to Latin 
America on behalf of the Senate to look over these aid programs, 
briefed them in the sense of providing them with all of the informa- 
tion which I thought that they should have, which was everything 
about the relationship between our embassies and our aid programs. 

I was not aware that there was any problem over the lack of support 
or the quality of support rendered the operations mission by the Em- 
bassy in C indad Trujillo, and I believe Mr. Minotto made that same 
statement about some other missions. 

We have looked into that rather weer with the International 
Cooperation Administration (ICA), which, as a semiautonomous 
agency of the Department, has the primary responsibility for operat- 
ing the missions, and to the full extent that any corrections are called 
for , We are undertaking to make those corrections. 

T don’t believe there have been any complaints that have come from 
the mission director up to Washington to advise ICA and us of this 
lack of support, but I speak as one who has had some experience as 
a director of a United States operations mission in charge of a rather 
large program, and I state to you without hesitation that I feel that 
there should be the closest integration of the work in these places and 
that under the direction of the Ambassador there should be the fullest 








30 NOMINATION OF ROY R. RUBOTTOM, JR. 


suppor ae to these programs. I repeat I had not been aware prior 
to the Minotto report of this problem existing. We have, of course 
a very small program, as I mentioned earlier, of technical cooperation 
only in the Dominican Republic. I did consult with Mr. Atw ood, who 
is the Regional Director of the Office of Latin American Oper ations 
for ICA, and I think that any corrective steps that are called for are 
being t taken. 

Senator Morsr. Is Ambassador Pheiffer still our Ambassador to the 
Dominican Republic ? 

Mr. Rusorrom. No, sir, Ambassador Pheiffer has been replaced. 
He has just returned ‘to the United States. His resignation was ac- 
cepted by the President and a new Ambassador has been appointed, 
a Mr. Joseph Farland. 

Senator Morse. Have you had an opportunity to talk with the 
former Ambassador, since his return to the United States, in regard 
to Mr. Minotto’s criticism ¢ 

Mr. Rurnorrom. No, sir, I have not. He has just returned today as 
a matter of fact and I have not seen him, but I shall. 


DOMINICAN REPUBLIC CONSUL GENERAL ESPAILLAT 


Senator Morse. I think we have covered the Espaillat matter suf- 
ficiently except for one question that I overlooked. 

Time magazine for May 13, the Latin American edition, says that 

“Washington bluntly suggested Espaillat’s recall.” 

Why was not Espaillat declared persona non grata if he was in- 
volved in the activities that we have discussed, the Murphy-Galindez 
case, rather than have the matter handled, if it was handled as Time 
magazine reports, by the diplomatic suggestion that he be recalled ? 

Mr. Rusorrom. Senator, the whole purpose of the request made of 
the Dominican Government with respect to Consul General Espaillat 
was to obtain his cooperation, if possible, since it had been stated by 
him that he would cooperate and had been stated by the Government 
that it would cooperate, in the investigation of this Murphy case and 
subsequently whatever tie there is between the Murphy and the Galin- 
dez case. 

The note of May 2 was designed with that in mind, and I think you 

can obtain more cooperation by going through the normal, ac« epted 
diplomatic channels than you can by pursuing other perhaps more 
spectacular approaches to these things. 

The Consul General left 2 days later, May the 4th, and has not 
returned since to my knowledge. The effect of publishing our note 
and giving this chronological account of what we have attempted to 
do, taking at face value his stated desire to cooperate and the Domin- 
ican Government’s stated desire to cooperate, I think, clearly indi- 

sates what our position is and what his position is. 

In other words, to serve our interests we had hoped to get him to 
appear in the court under oath and to testify. 

Senator Morse. I asked the question because I thought you should 
have the opportunity to make a statement in the record as to why you 
followed the course of action you did rather than declaring him per- 
sona non grata. 
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By the way, I hope you understand that I highly commend you 
for your note of May 2. You have not any idea, I am sure, of how 
helpful that note was in my own State. It cleared up a lot of pub- 
lic misunderstanding, I think, that was developing without any 
foundation in fact concerning the relationship of the State Depart- 
ment, the Congressman, and the senior Senator from Oregon over 
the Murphy “ase. 

I think you should be thanked for it and I do thank you for it. 


MILITARY AID TO LATIN AMERICA 


Now back to the matter of military aid, Herbert Matthews of the 
New York Times, among others, has char ged that tanks and guns sent 
to Cuba have had an adverse effect upon Cuban opinion toward the 
United States. 

I quote Mr. Matthews: 

There is also bitter criticism in Cuba, as in all Latin American dictatorships, 
over the sale of United States arms. While I was there, seven tanks were de- 
livered in a ceremony headed by Ambassador Gardner. Every Cuban I spoke 
with saw the delivery as arms furnished to General Batista, for use in bolstering 
his regime for use against the Cuban people. 

In view of this quotation, would you care to make any statement 
over and above what you have already made, which I think has been 
a very helpful statement, about sending military aid to these Latin 
American countries that are not known at least for democratic proc- 
esses, with particular reference to this Cuban incident. 

Mr. Rusorrom. Senator I believe my previous statement. still 
stands. These deliveries are arranged for long in advance. Some- 
times the timing works out in a way that not even the Government 
itself which is cooperating with us foresees nor that we foresee. 

I recall reading that article. The military defense assistance agree- 
ment which we have with Cuba, which called for the delivery of this 
equipment, is the same type that we have with these other 11 gov- 
ernments throughout the Americas, and their equipment is designed 
to enable them to carry out a specific role in defense of the hemis- 
phere. 


1956 APPROPRIATION OF SPECIAL FUND FOR LATIN AMERICA 


Senator Morss. Last July, Mr. Secretary, Congress appropriated 
a special fund for health, sanitation, and educ: tional purposes in Latin 
America. 

I am advised by the staff, and I recall it only vaguely but I do recall 
it, that the Department of State claimed it could not use the money 
and really did not want it. 

Now it is my understanding that the better part of the $15 million 
has been appropriated. 

Do you feel that the projects under the fund are serving the over- 
all interests of American foreign policy in Latin Americ: ? 

Mr. Rusorrom. Yes, sir, Senator, I would think that the use to 
which these funds are going to be put will serve our overall interest. 

We had a certain difference with the C ongress about the appropria- 
tion of this fund for reasons which were stated at the time. Howey er, 
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we did agree that we would put it to effective use. The programs or 
projects have already been approved. I personally followed this very 
closely and I think the fund will be put to effective use and that it 
will serve our long-term interest. 

Senator Morse. I remember our differences over the fund. I re- 
member those of us on the Foreign Relations Committee who urged 
the fund said that this is the way to sell freedom in South America. 
This has certainly been borne out by the ICA officials in the field, 
because their reports have been glowing. 

For instance, the United States Embassy dispatch characterized 
the loan to Costa Rica for improving the childrens hospital as follows: 

It is doubtful whether it would have been possible to find any other cooperative 
project which would create more good will than this one. 

Of the $850,000 to Chile for improving scientific education the ICA 
mission in Chile commented: 

A brilliant opportunity of furthering good relations among Chilean institutions 
of higher learning, the United States Government and other agencies, thus help 
ing to counteract the Marxist influences that have been in evidence in some of 
the Chilean universities. 

It seems to me, Mr. Secretary, that what the Congress did last year, 
and the results thereof, and this appropriation bear out your earlier 
testimony that this is the kind of service that really gets down to the 
masses of the people quickly and really pays off—I am paraphrasing 
you—really pays off dividends by way of good will toward the U nited 
States. 

Do you share my expressions on that ? 

Mr. Rusorrom. Yes, sir; | would agree w - that. 

Senator Morse. I was going to ask you—I don’t need to now except 
for the record—a couple of other questions. 


LOANS TO LATIN AMERICA FOR DEVELOPMENT PURPOSES 


Are you opposed to loans for Latin American countries for develop 
ment purposes ? 

Mr. Minotto concluded in his study: 

One, it is recommended that economic assistance be given a larger role than 
foreign assistance programs in this area. 

Two, specifically, it is recommended that the present policy of no development 
loans except for emergency conditions be less stringently enforced. 

Would you care to comment on these recommendations ? 

Mr. Rusorrom. I think much would depend on the extent to which 
we undertook to carry out some of the recommendations there. As 
you recall in this program last year, the amendment to the Mutual Se- 
curity Act called the Smathers amendment was for a relatively small 
amount, and I think that on the basis of the experience this year, that 
if it is deemed to be desirable from our standpoint and the eyes of the 
Congress, we can certainly put that relatively small amount to good 
use. 

We, of course, are as interested as you are in trying to have the 
claims on United States aid reduced to the smallest extent possible, 
and we do feel that the primary emphasis should be on trade, private 
investment, and loans from both private sources and the Export- 
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Import Bank, and the Export-Import Bank has of course a good 
record. 

This last year it loaned considerably more than it has ever loaned 
before in Latin America. But I think that this type program that 
you just asked me about can be put to effective use and I believe these 
projects not only in the 2 countries that you just read about but in 
the other 5 will certainly redound to our advantage and the countries 
themselves. 

Senator Morse. I am not asking for any comment on this, but the 
record ought to show that this year, in fact this last week, the Foreign 
Relations Committee approved another Smathers amendment which 
would provide a relatively small amount of money, but earmarked for 
further development loan projects. I find myself enthusiastic about 
that part of the program because I agree with you, as has been said 
earlier. We want to encourage these foreign American investments. 

There is an area still in these underdeveloped countries where I 
think the type of development loan program that Senator Smathers 
has in mind would improve greatly the prestige of our country and 
offset, I hope and think, some of the adverse views th: at are expressed 
about us down there when we see men « coming in to make an economic 
killing and then get out. We cannot reconcile these development 
Joans with that. 

MEXICAN PRESIDENTIAL ELECTION 


Now I turn to another line of questioning. 

Mr. Secretary, to your knowledge is the State Department or any 
official thereof seeking to influence in any way the oncoming Mexican 
presidential election 4 

Mr. Rusorrom, J think that deserves a categorical no, sir. 

Senator Morse. [ w oe to give you a chance to give the answer. 

Mr. Rupsorrom. Yes, sir: the answer is no. 

Senator Morse. I am sbbied to show you some points of view to the 
contrary and I thought you ought to have a chance to answer. 

Is the American Emb: issvy in Mexico, as far as you know, following 
a strictly hands-off polic, y in internal Mexican affairs including the 
presidential election / 

Mr. Rusorrom. Yes, sir: | am confident that that is the case. 

Senator Morsr. You may recall that when Ambassador Hill was 
hefore us the other day, I examined him on this point, and he gave me 
the same unequivocal answer as you did. 

In fact he went on to say that if he found anybody on the staff 
interfering, they would get a one-way ticket back to the United States, 
which I thought was about as unequivoc: alas a reply could be, and I 
ask this quite impersonally with no intent to criticize you. 

For the record, have you in any recent speech pri aised the treasurer 
of Mexico, Carillo Flores, who is strongly rumored in Mexico as the 
prospective candidate for the presidency, praised him in such a way 
as to justify the implication that you are seeking to be of assistance to 
him in any presidential race / 

Mr. Rvusorrom. No, sir. I may have mentioned him, I may have 
praised him, but I certainly was not seeking in any way to advance 
his interest. 

In fact, I am not aware that he was or is a candidate. 
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Senator Morse. It is very important that I ask you that question to 
give you the opportunity to make the answer that you made. I call 
your attention to Hanson’s Latin American Letter of January 19, 
1957, in which he says: 

It was probably partly in consideration of the likelihood that by election time 
another exchange-uncertainty period might be arising in Mexico that the State 
Department took the decision some time ago to support and seek out a “strong 
man” for the presidency, and focused eventually on Carillo Flores as the strong 
man. This, in the belief that only a “strong man” would be able to search out 
the obvious area in which a Mexican Government decision must be forth- 
coming, if ever these periodic uncertainties are to be avoided and the currency 
stabilized. That is to say, petroleum. And that under a new crisis, the “strong 
man” might finally be able to get the ball rolling that would shift Pemex from 
Mexican hands. 

You are familiar with Hanson’s Latin American Letter. 

I read it assiduously and find it very helpful to me as chairman of 
this subcommittee. I am not here to say, and I suspect that he would 
not either, that the information on which he writes this letter at 
the time is completely reliable and always proves in the long run to 
be reliable, but I have no question as to the journalistic ethics and 
high standards of Mr. Hanson. You will find in running through 
his many letters—and I may have another excerpt or two—that all 
through his letters this year there is the comment now and then of 
alleged State Department conduct that would be interpreted as an 
attempt to influence the Mexican presidential election. 

I have cited one for January 19, 1957, and would like to have your 
comment on it. 

Mr. Rusorrom. I can state unequivocally, Senator, that there is 
absolutely no intent or desire on the part of the State Department 
to attempt to influence the Mexican presidential election. On the 
contrary, it runs absolutely against everything that we believe in 
strongly, and one of the things that I stress far more in speeches 
than any polite references I may make is to the record of certain 
Latin American figures who have participated actively in their gov- 
ernments, as, for example, a speech which I delivered at the Yale 
Political Union about a month ago, May 7, in which I stressed the 
political basis of our policy in Latin America built around the rec og- 
nition of the sovereign equality of states, the duty to settle disputes 
by peaceful means, and the doctrine of nonintervention ; that is, that 
no state shall have a right to interfere in the internal affairs of 
another. 

Senator Morse. I have heard of that speech, Mr. Secretary. If 
there is no objection on the part of my colleagues, and I am sure 
you have no objections, I would make that speech a part of the record 
of this hearing. 

Mr. Rusorrom. I would be glad to have you do that, sir. 

Senator Morse. Mr. Chairman, I would like to have that speech 
made a part of the record. 

The CuatrmMan. Any objection? 

Senator Smiru. No objection. I think it is very desirable. 

The Cuartrman. If there is no objection it will be so received. 

You wish the full speech included ? 

Senator Morse. Yes. If my information about the speech is ac- 
curate, and I am quite sure it is, it includes pretty much the Secre- 
tary’s general view in regard to South Americ: 
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Senator Morse. Was it this speech or was it in a speech you made 
at a banquet in New York in which you mentioned the name of Flores, 
do you recall ¢ 

Mr. Ruzorrom. I am not sure. I don’t believe I mentioned it in 
this one. I would have to get out my speeches. I delivered one, of 
course, on Mexico itself. 

Senator Morse. Was that the New York banquet speech ? 

Mr. Rusorrom. That was in February on a study about Mexico 
which was being conducted by Michigan State University at which the 
Mexican Ambassador was on the forum with me and at which he also 
spoke. 

Then I also delivered a speech before the Rotary Club in New York 
on the economic interdependence of the Americas based primarily on 
the statistics that have been released by the so-called Pizer Report of 
the Department of Commerce. 

Senator Morse. I think it was the Rotary speech. 

May I ask you this question because I want to get this quite clear 
in the record. 

I assume you would have no objection to inserting in the record 
excerpts from any speech that you made this year in which you made 
mention of Mr. Flores? 

Give us enough of the speech and context so that it will show the 
implications of the reference, because I want to say that I have heard 
the criticism that your reference to Mr. Flores has been interpreted in 
some places in Mexico as an indication that it bears out the rumor 
that the State Department seeks to influence that election. 

I don’t think it is fair to you. I think we ought to get it in this 
public record cleared up once and for all. 

The Cuatrman. The witness has already stated the position of the 
State Department as I understand it. 

Mr. Rurzorrom. I will be glad to look up any of my speeches and to 
make those sections, if I can find them, available for the record. 

Senator Morse. ‘The position was stated, Mr. Chairman, but the 
test is whether or not what the witness has s: aid in his speeches actually 
coincides with the statements regarding the position of the State 
Department. 

In fairness to the witness, let him put the statements in the record, 
which I am sure he will want to do, and that will be the answer, unless 
there is objection. 

i would like to give the witness an opportunity to supply Mr. Marcy 
with his references to the Treasurer of Mexico in public speeches. 

Is that satisfactory to you, Mr. Secretary ? 

Mr. Rusorrom. 1 will be glad to look up the speeches, and, of course, 
my statement as to what the State Department’s policy is, is one to 
which I subscribe 100 percent. 

Senator Morse. That is what I want to get in the record. 

Mr. Runorrom. Yes, sir. 

Senator Morse. There are no objections then and you will supply 
these references. ’ 

(The Department of State subsequently supplied the following :) 

All of Mr. Rubottom’s recent speeches have been checked and only one refer- 
ence to the Mexican Finance Minister has been found. This occurred in his 
address at Michigan State College, East Lansing, Mich., on February 2, 1957. 
The paragraph in which the reference occurs reads as follows: 
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“At the end of December 1955, Mexican gold and dollar reserves amounted to 
$410 million. At the end of 1956 Mexico’s foreign exchange reserves were around 
$460 million, according to the Mexican Finance Minister.” 

This speech is quoted in full below, followed by Mr. Rubottom’s speech before 
the Yale Political Union on May 7, 1957. 


“Appress BY Hon. Roy R. Ruprorrom, Jr., ASSISTANT SECRETARY OF STATE FOR 
INTER-AMERICAN AFFAIRS, AT MICHIGAN STATE CoLtLece, East LANSING, MICcTr.., 
SATURDAY, FEBRUARY 2, 1957 


“MEXICO: COOPERATION AND PROGRESS 


“One look at the map will tell you why Mexico will always be of prime im- 
portance to us, and why the United States will always be of prime importance 
to Mexico. The facts of geography are inescapable; and here the compelling 
fact is 1,935 miles of common frontier, There has to be continuous community 
of interest where there is such a long line of permanent contact. That border 
has helped shape the history of our two countries, and the psychology of our 
peoples. 

“However, history as well as geography makes Mexico and the United States 
continuously important to each other. This is due in part to the historie cir- 
cumstance of our parallel development as nations. First, in both cases, was the 
European settlement in a New World, colonies which were to achieve their 
independence and choose their own destinies as constitutional democracies. 
Along with our mutual growth as Republics, our economic, diplomatic, and 
cultural relations with each other have been progressively extended and intensi- 
fied. Increasing cooperation along and across the border bas been symbolized 
in recent years by the interchange of visits between our Chiefs of State: Presi- 
dents Roosevelt and Avila Camacho; Presidents Truman and Aleman; more 
recently President Eisenhower and Ruiz Cortines. 

“Mexico is the second largest Spanish-speaking country in the world, and the 
fourth largest of the American Republics, exceeded in area only by Brazil, 
Argentina, and the United States. With a population of around 31 million, it 
is also the third American Republic in population. 

“Size, strategic location, progressiveness, and a wealth of resources both 
material and cultural, have given Mexico international stature and significance 
In the Organization of American States, composed of the 21 Republics of this 
hemisphere, and in the United Nations, the voice of Mexico is heard often and 
eloquently in behalf of the free world. In this connection, let ine recall that 
the Mexican flag under which the Mexican aviators fought in the South Pacific 
in World War II now stands in the Court of Heroic Flags in the historic Castle 
of Chapultepec. In keeping with this tradition of supporting the free world, 
more than 200,000 Mexican workers on December 13, 1956, the day of the Virgin 
of Guadalupe, prayed for the liberation of Hungary. I should like to recall 
also a story which is not told nearly often enough, about successful Mexican- 
United States cooperation in repelling aggression against the hemisphere 
It happened almost a century ago. The course of Jistory, not only our history 
and Mexico’s but that of the world, might have been changed if Mexican states- 
manship and United States statesmanship had not then united to keep the 
hemisphere free. 

“The year was 1864, the season early spring: and freedom was threatened 
on many fronts. In our own country, terribly torn by Civil War, General Grant 
was hurriedly reorganizing his armies. In Paris, Napoleon III was making no 
secret of his project of a Mexican empire for Maximilian. In London, Maximil- 
ian was being received incognito by Queen Victoria. In Mexico, the young 
nation was confronted by European determination to end its independence. 

“Our Secretary of State was William H. Seward. He was faced by this threat 
of European monarchial aggression against Mexico while we ourselves were 
tragically involved in fratricidal war at home. The Secretary carried out his 
officially neutral role as between Mexico and France, even while Napoleon III 
was telling the world about the potentialities of Maximilian’s forthcoming em- 
pire. It was an hour of crisis when Mexico and the United States had to plan 
and to act together. To frustrate that last attempt by a European power 
at establishing an empire in this hemisphere was the joint objective of Seward 
and the youthful Mexican Minister to the United States, Matias Romero 
In this they had the tremendous support of public opinion. At a dinner at 
Delmonico’s in New York held by influential private citizens in support of the 
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Mexican position, William BE. Dodge, Jr., declared that ‘when our own civil 
war shall be over, there will not be a city, nor a town, nor a village which will 
not immediately arm a company of soldiers to fly to the aid of our sister 
Republic, now making so glorious a fight.’ 

“Romero responded with deep emotion that while, true enough, Mexicans 
had once believed the United States was chiefly concerned with enlarging its 
own territorial areas, now a new era had dawned: ‘Our common interest, politi- 
cal as well as commercial,’ he said, ‘will give us a common continental policy 
which no Huropean nation would dare disregard.’ The relation of how Romero 
and Seward worked tirelessly and effectively together is a fundamental hemi- 
sphere document. Seward described their success as ‘creation of mutual moral 
alliance to the end that all external aggression may be prevented throughout 
the whole continent.’ 

“Suggestions have been made from time to time that in the historical series 
of United States postage stamps, one group should be devoted to Latin American 
and United States citizens who have worked together in close inter-American 
solidarity. When such a series is designed, I hope that along with the collabora- 
tion of Bolivar and Henry Clay, the mutual contributions to educational progress 
of Sarmiento and Horace Mann, the association in New York of Marti and Dana, 
there will be a portrayal also of this memorable, fundamental defense of hemi- 
sphere freedom by the brilliant young Mexican diplomat and our farseeing, hard- 
pressed Secretary of State. 

“Of course, in referring to United States-Mexican relations, we in all honesty 
should consider the totality of our relationships. If we could draw up a balance 
sheet, the credit side of the ledger would show a tremendous advantage over 
the debit side. However, the very existence of a debit side, of a negative aspect 
of our relations, of problems unsolved, if you please, constitutes the greatest 
challenge to wholehearted cooperation which our two countries can have. We 
both need to work unceasingly to solve those problems that still confront us, 
to add to that enormous depository of good will which already has made a 
model of our neighborly relationships. 

“To examine in some detail the economic side of our relations with Mexico, I 
might go back to the early days of World War II. In 1941 the United States 
agreed to lend Mexico $40 million for highway construction, including comple- 
tion of the Mexican section of the Inter-American Highway, as well as for build- 
ing and expanding factories for steel. A later loan was for other strategic 
materials needed in the war effort. As one of the Allied forces in World War II, 
Mexico made invaluable contributions of such materials. 

“The Mexican-American Commission for Economic Cooperation was estab- 
lished in 1948. It strengthened our cooperation in World War II and was a 
strong factor in the hemisphere’s successful resistance to aggression. 

“In recent years, constructive economic cooperation with Mexico has increased 
progressively. For instance, there are the series of loans made by the Export- 
Import Bank for a wide variety of purposes, including railroad rehabilitation 
and construction ; development and expansion of steel, sugar, sulfur, and mining 
industries; and electrification. During the past 7 years, these Export-Import 
Bank loans to Mexico total $231,766,000. The International Bank for Recon- 
struction and Development has also granted loans to Mexico $141 million during 
the same period ‘for power development and railroad rehabilitation.’ These 
figures attest to Mexico’s excellent credit standing. 

“Foreign investment in Mexico advanced steadily last year over the 1955 total 
of $112 million. United States investors made up more than 70 percent of the 
total. Among new United States industrial enterprises in 1956 were the Ralston 
Premium factory for cattlefeed in Queretaro and the John Deere plant in Nuevo 
Leon for manufacturing and assembling tractors and farm implements. 

“Comercio Internacional, official organ of the National Associations of Im- 
porters and Exporters of Mexico, recently published a summary of United 
States business enterprises now operating in that country. One interesting fact 
brought to light is that out of 46 such enterprises, half were owned jointly by 
Mexican and United States citizens; the Mexicans in several cases holding the 
controlling interest. Furthermore, 22 of the companies consistently reinvest 
100 percent of their net profits in Mexico; and an additional 9 reinvest in Mexico 
more than half the net profits. The survey concluded that the average Mexican 
citizen receives the following benefits from United States private investment in 
Mexico: 

“1. Employment opportunities: Of the 53,000 workers in the 46 enterprises, 
52,200 are Mexicans. 
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“2. Opportunities for high-level executive experience. Of the 978 executive 
and managerial positions in these companies, 746 are occupied by Mexicans. 
In some, Mexicans hold all the top jobs. 

“3. Good wages. 

“4. Excellent technical training: The survey reports that through these com- 
panies ‘there is evolving in Mexico a skilled labor force which is already the 
equal of any other in Latin America and superior to most.’ 

“5. Availability of up-to-date United States technology, along with discoveries 
and improvements worked out in research laboratories of industries with Mexi- 
can plants. 

“At the present time, direct United States investments in Mexico exceed 
$600 million. After Gov. G. Mennen Williams’ recent visit to Latin America, 
he pointed out ‘that some United States businessmen are serving as ambassa- 
dors of goodwill while making a good profit. They are providing much-needed 
technical know-how and helping to build solid and democratic States.’ 

“As regards our total trade, Mexico is both one of our indispensable sources 
of supply and one of our best customers; our largest customer in Latin Amer- 
ica, in fact, and our third largest in the world. In 1956 Mexico bought approxi- 
mately $804 million of United States products: 15 percent more than in 1955. 

“Fifty percent of Mexican exports are sent to the United States; 80 percent 
of Mexican imports come from the United States. Imports—largely investment 
goods for industrial and agricultural development projects—were somewhat in 
excess of exports during 1956. (The figures, from January through September, 
were exports, $620 million; imports, $789 million.) However, this deficit was 
more than offset by a number of factors: increased private investment, both 
domestic and foreign; large tourist receipts: gold and silver production; and 
remittances from short-term agricultural laborers in the United States. As 
regards the last category, the agricultural laborers, it is my information that 
at the peak period last August, right here in Michigan, which is a long way 
from the Mexican border, you had some 10,500 of these Mexican workers help- 
ing to harvest your sugar beets and raw crops and to pick your cherries. 

“At the end of December, 1955 Mexican gold and dollar reserves amounted 
to $410 million. At the end of 1956 Mexico’s foreign exchange reserves were 
around $460 million, according to the Mexican Finance Minister. 

“In his recent end-of-the-year message to the nation, President Ruiz Cortines 
provided an accelerated program for Mexico in 1957. 

“*We can see what 25 years of internal peace have achieved,’ he said; fore- 
easting a great public works program for the current year; intensification of 
roadbuilding;: irrigation in agricultural zones; construction of schools, hos- 
pitals, and grain elevators; these last to expand production by affording much- 
needed storage facilities. 

“The country’s present economic condition justifies the Mexican Government’s 
optimistic forecasts for the present year. There have been 3 successive years 
of good harvests, in spite of drought in some areas. Mineral, agricultural, and 
industrial production has been rising steadily. Mexico’s gross national produc- 
tion in 1956 reached approximately 100 billion pesos ($8 billion), an increase 
of 10 percent over the 1955 gross of 84 billion pesos ($6.7 billion). 

“The Mexican Government’s optimism is reflected in the generally buoyant 
attitude of the Mexican people regarding their economic future. Both Govern- 
ment and people have contributed to the improved status by exercising intelli- 
gence and self-discipline. For example, Mexico is not sitting back to enjoy 
present prosperity, but using the gains to increase national productive capacity. 
Inflationary tendencies, not long since a serious menace, appear to be under 
control. 

“There are some long-range problems, such as the shortage of new arable lands 
that can be brought into production by irrigation. However, the Mexican Gov- 
ernment and people have proved their ability to cope successfully with such 
difficulties. 

“Tt may surprise you to hear that some 35,000 United States citizens make their 
home in Mexico. Similarly, thousands of Mexican citizens reside in this country. 
Nor should we forget that many families, especially in California, Florida, Lou- 
isiana, and the States along the Rio Grande, are of Mexican ancestry and keep in 
touch with their Mexican relatives. Valuable “people to people” contacts are 
maintained also through the half million or more United States citizens who 
visit Mexico annually, crossing the border every month of the year in friendly 
multitudes. They come home with increased understanding and admiration for 
that hospitable land and its people, to whose economy they add by spending there 
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some $250 million a year. No less important is a parallel flow of Mexican citizens 
to the United States. In fact, their number is even greater, since, in addition to 
the thousands of Mexicans who come to this country as tourists, and for profes- 
sional and business reasons, numerous agricultural laborers arrive to work under 
temporary contracts. In this group of workers alone, more than 400,000 came 
during 1956. Let me say in this connection that the difficult problems arising 
from illegal entry of many such workers are being satisfactorily resolved by 
both Governments. 

“An extremely important category in this large scale ‘exchange of persons,’ 
to employ awkward but useful official terminology, is that of university students. 
Hundreds of young Mexicans are studying in United States colleges and uni- 
versities—many of them, as you are well aware, have come to Kast Lansing and 
Ann Arbor—and hundreds of our own young people, especially under the GI bill 
of rights, have been enrolled in Mexican institutions of learning. As a matter of 
record, an exchange of notes between our two Governments in 1949 established 
the United States-Mexican Cultural Commission. In the words of our Ambas- 
sador, the primary purpose is “to create even better understanding between the 
United States and Mexico * * * through the free interchanges of ideas, knowl- 
edge, and information about each other’s way of living and thinking.” 

“That cultural agreement with Mexico was the first which the United States 
had ever signed with any country. There was an especial fitness that it should 
have been with our neighbor, Mexico. The first printing press in this hemisphere 
was at Mexico City, which published the first book in 15387. A school with more 
than a thousand students had been established 15 years earlier; and in 1553 
the University of Mexico—now housed in one of the most modern and beautiful 
physical plants in the world—was officially opened. In his scholarly and delight- 
ful work titled ‘Books of the Brave,’ a distinguished member of the faculty, 
Dr. Irving A. Leonard, of the University of Michigan, tells us that, by 1605, 
when the first edition of Don Quixote appeared, Spanish books were arriving 
regularly at Mexico in considerable quantities, and there were several sizable 
private libraries. One of these included, in addition to a wide assortment of 
literary, theological, and scientific works, numerous maps, woodcuts, drawings, 
astrolabes, and other scientific instruments. 

“Our own unofficial cultural relations with Mexico began in colonial times. 
Benjamin Franklin took a special interest in encouraging inter-American scien- 
tific contacts, and Latin American scientists showed responsive enthusiasm. 
In 1789 and 1790, the Mexican astronomer, José Alzate, wrote extensive com- 
mentaries on Franklin’s experiments with electricity, and translated material 
by Franklin on optics, rays, and waves. An early New York scientist, Dr. Samuel 
Latham Mitchill, who worked cooperatively with Mexicans in his field, said of 
Mexico that its public spirit had been ‘manifested in the endowments of learned 
institutions and in the encouragement of scientific man to an extent of which 
no parallel exists in our state of society.’ In keeping with this cordial recogni- 
tion, Mexican friends of science made various important contributions of books 
and mineral specimens to the American Philosophical Society, which Benjamin 
Franklin had founded and zealously cherished. 

“Ever since, as I have indicated already, United States-Mexican cooperation 
has been operating, at many levels and through innumerable mediums, both 
public and private. Take, for example, the diversified agricultural program 
inaugurated in Mexico in 1943 by the Rockefeller Foundation. It includes re- 
search into the production of wheat, beans, potatoes, truck crops, sorghum, 
soybeans, grasses, poultry, and, most important of all, that basic Mexican crop, 
corn. Under this program, corn production has been increasing steadily for 
the past decade. The main food crop in Mexico since the time of the Aztecs has 
been corn, and that country is now able to meet the needs of her own increasing 
population. 

“The story of the Mexican-American Commission for the Eradication of Foot 
and Mouth Disease demonstrates the great, even tragic, difficulties which cooper- 
ation sometimes involves. The Commission, in 1947, undertook the vital task of 
eliminating ail caitle with foot-and-mouth disease in Mexican ranch lands, and 
of vaccinating the rest. The project met with opposition, sometimes extremely 
violent, from country people who regarded its personnel merely as hostile ‘cow 
killers.’ 

“On most small Mexican farms, in a large part of the infected area, farm draft 
power was furnished by oxen. Killing the cattle, including the oxen, on these 
farms paralyzed virtually all farm production. Furthermore, cattle provide the 
principal source of income from large areas of rough, mountainous farmland in 
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Mexico. Finally, the joint Commission was forced to develop a method of eradi- 
cation of foot-and-mouth disease by innoculating susceptible animals—cattle, 
sheep, goats, and hogs—every 4 or 5 months until no further infection appeared. 
But no more exposed animals were slaughtered. In some areas, efforts to carry 
out the campaign had met with armed resistance which made the final success all 
the more remarkable. That success was achieved by the joint labor of both 
Governments, and, in particular by the devotion of the Commission personnel, 
Mexican and United States, during 5 years of working shoulder to shoulder under 
trying and difficult conditions. 

“A unique and enduring monument to Mexican-United States cooperation and 
friendship is the mighty Falcén Dam. Planned, constructed, and built by the 2 
Governments on the Rio Grande, 75 miles downstream from Laredo, there has 
been no intergovernmental project in history quite like it. As President Eisen- 
hower said in his dedicatory address October 19, 1953: ‘More than a mute monu- 
ment to the ingenuity of engineers, the Falcén Dam is living testimony of the 
understanding and the cooperation binding our two peoples. * * * This work is 
one of the most dramatic achievements of the International Boundary and Water 
Commission which conceived and executed its construction. * * * It has given 
the world a lesson in the way neighbor nations should live: in peace, in mutual 
respect, in common prosperity.’ 

“And President Ruiz Cortines said in response: 

“*Thousands of families on these lands, scorched by the droughts of centuries, 
will see the fruit of their labors multiplied. Electric power will replace muscle 
power. The lifegiving and indispensable waters, now: under control, will make 
the sown fields fertile. Falc6én Dam symbolizes in a most special way the desire 
of our two countries to unite their efforts in this sphere of cooperation which 
their neighborhood makes imperative; to facilitate—and, if possible, to accel- 
erate—the forward march of social and economic progress.’ 

“Mexico is opening many new channels of communication through its great 
roadbuilding program. I have already referred to the Inter-American Highway, 
which, as you know, will be completed soon. The Mexican section, 1,601 miles 
long, extending from Texas to Guatemala, efficiently built, paid for, and main- 
tained by Mexico, was inaugurated in 1950. Present road construction responds 
to the rapid increase in population. The Mexican rate, between 2'4 and 3 per 
cent annually, is one of the highest in the world, and makes necessary a cor- 
responding increase in means of communication. Among the more important of 
these is the new north-south route from Piedra Negras, just across the river 
from Eagle Pass, Tex., to Mexico City, which is due for completion this year. 

“Last September, Mexico inaugurated a multi-million-dollar, 5-year campaign 
to wipe out malaria, which in some regions of the country has been practically 
endemic for generations. While some 700,000 dwellings receive residual spray- 
ing against mosquitoes, victims of the disease will be treated, with results 
surveyed and evaluated. Since malaria is a global problem, made more so in 
the air age, the results of this campaign are of international interest. It is 
accordingly fitting that it should be, as it is, an international cooperative 
project. Mexico makes what is by far the chief financial contribution, aided 
by the United Nations Children’s Emergency Fund, and the World Health 
Organization ; while our own ICA, the United States International Cooperation 
Administration, gives some consultative assistance. 

“Another example of the way in which we are cooperating successfully in 
working things out is the radio broadcasting agreement between the United 
States and Mexico signed just a few days ago, on January 29. 

“During the past 8 years concerted efforts had been made to settle the complex 
broadcasting problems between our countries. Technical representatives of our 
two Governments held numerous conferences on the subject. Representatives 
of both Mexican and United States broadcasting industries also took part in 
these conferences. The mutual desire of these industrial representatives for 
rules which would regulate and control the industry was instrumental in bring- 
ing about the final agreement. 

“Both Mexico and the United States are constitutional democracies, whose 
peoples find in a republican form of government the greatest safeguard of their 
freedoms and the greatest promise for their future. Mutuality of interests no 
less than geographical propinquity will undoubtedly increase the methods and 
objectives of cooperation for our common benefit. 

“As both our nations continue to grow, Mexico and the United States will 
undoubtedly extend existing cooperation, through our regional grouping in the 
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Organization of American States, our global association in the United Nations, 
and our bilateral agreements with each other. 

“For both countries, increasing population, expanding development of natural 
resources, and enlarging industrial potential will afford myriad new opportuni- 
ties for cooperation, economically, politically, and culturally. I have no doubt 
that our Governments and our peoples, alike, will welcome these opportunities, 
and will make the most of them in benefit of our two nations, and of mankind. 

“Just over a half century ago, in 1906, Elihu Root told the Pan American 
Conference at Rio de Janeiro: 

“ ‘We wish to increase our prosperity, to expand our trade, to grow in wealth, 
in wisdom, and in spirit; but one conception of the true way to accomplish this 
is not to pull down others and profit by their ruin, but to help all friends to a 
common prosperity and a common growth, that we may all become greater 
and stronger together * * *.’. That expression of our own country’s attitude 
was enhanced and reaffirmed for the 21 American Republics on March 6, 1945, 
at Chapultepec, with the declaration that ‘the inter-American community is de- 
dicated to the ideals of peaceful cooperation.’ I should like to close—and look 
forward—with that affirmation.” 





Mr. Rubottom’s address before the Yale Political Union, Yale University, 
New Haven, Conn., on May 7, 1957, is quoted below : 


‘“‘ApDRESS BY Hon. Roy R. Runorrom, Jr., ActrInG ASSISTANT SECRETARY OF STATE 
FOR INTER-AMERICAN AFFAIRS, BEFORE THE YALE POLITICAL UNION, YALE 
UNIVERSITY, NEW HAVEN, Conn., May 7, 1957 


“THE ELEMENT OF FAITH IN THE CONDUCT OF FOREIGN AFFAIRS 


“In the great issue which faces our country today—the challenge of godless 
materialistic communism—the most potent resource we possess is our faith. 
This must be nurtured and strengthened—faith in ourselves, faith in our own 
Government, faith in our friends and allies. Much of the strength which we 
are able to muster to meet the Communist challenge comes from the fact that in 
certain areas of our foreign relations we are able to, and do, act on a basis of 
faith. An area in which this is true, and on which I want to talk to you tonight, 
is in our relations with the 20 Republics of Latin America. 

“The relationships which exist within this inter-American community have 
been characterized as being one of ‘good neighbors’ and, more recently, as ‘good 
partners.’ soth of these expressions are appropriate, but, to me at least, they 
do not fully describe our unique and intimate relationship. Neighborliness 
there certainly is in the warmth of our friendships, and in the sharing of our 
problems and their solution in the best interest of all concerned. Partnership 
is likewise a fact in our relatienship, for we are all convinced that in contributing 
to the economic and general well-being of each other we contribute to our own 
strength. But over and above this neighborliness and partnership there has 
developed a spiritual kinship which distinguishes this from ordinary relation- 
ships. This kinship is built on good faith. I like to think of it in terms of the 
relationship which must have grown up among pilgrims in ancient times who 
journeyed together in a band toward some holy shrine. They were intent upon 
reaching a common goal, of great significance to each individually, by a common 
means or road which each had individually chosen for that purpose. They 
were confronted with common perils, which they could best confront by joining 
together for mutual protection and succor. Of varying degrees of wealth, 
of different size and age and background, each still retained his individuality 
or sovereignty, but they pressed on united by their common objective which 
was essentially spiritual. All of these things are as true of the 21 American 
Republics as they were of this hypothetical band of pilgrims. 

“This unique relationship, spiritual as well as practical, is not something 
which came into being overnight by some miraculous means; it is the concep 
tion of many of our great leaders, something which has been striven for since 
the early part of the last century when the states of Latin America liberated 
themselves and joined us in American freedom. Our own success in achieving 
independence and setting up for ourselves a representative government pro- 
vided the inspiration and model for their independence movements. 

“While this concept of an inter-American community may be traced back to 
our early history, its development has been neither easy nor automatic. Many 
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factors worked to frustrate early efforts to unite us, largely distance and diffi- 
cult geography, which are now being overcome. Later some countries, includ- 
ing our own, adopted policies which temporarily made impossible the develop- 
ment of this community. It is only in the past 25 years, and particularly in the 
past decade, that those factors which tended to separate the American Republics 
began to disappear. The progress in that period has been so great that Secre- 
tary Dulles said 2 years ago: 

“*This great inter-American system, which was first a vision and a dream 
and then an expression of faith, has become in our own time the most solid 
international organization of free peoples on earth. It is the family tree of 
America—its multiple roots deep in our common New World history—its 21 
branches each a proud, independent nation—its rich fruits beneficial to all man- 
kind. After more than a century and a quarter, Bolivar’s prophetic declaration 
that in the freedom of the Americas lies the hope of the world has lost neither 
veridity nor immediacy.’ 

“It is not surprising that this past decade has also been the one in which 
the American Republics have made their greatest gains in the achievement of 
international peace and economic progress. 

“I would like now to review some of the concrete accomplishments of our 21 
Republics in our joint endeavors during this period. 

“In recent years the effectiveness of the inter-American system in the main- 
tenance of peace has been particularly outstanding. The likelihood of serious 
armed conflict between countries of this hemisphere has become extremely 
unlikely because of this system of international relations which we now enjoy. 
How was this accomplished? 

“First, over a period of years, our countries have developed a set of principles 
which govern their relations with each other, placing these relations on a firm 
and mutually accepted basis of law and morality. These principles derive their 
strength, perhaps equally, from their basic simplicity and their universal ac- 
ceptance within the inter-American community. The most fundamental of 
these principles are: 

“The recognition of the sovereign equality of states, 

“The duty to settle disputes by peaceful means, 

“The doctrine of nonintervention; that is, that no state shall have a 
right to interfere in the internal affairs of another. 

“These principles, which have during the past generation been so frequently 
and effectively expressed by leading figures throughout the hemisphere, have 
become universally accepted by our peoples. Their effectiveness as guiJdelines 
for our relationships within the American community urges us to maintain and 
further develop them for the future, and to encourage their extension to other 
areas of the world. 

“Of these principles there is one which many people in the United States, and 
also in Latin America, are just beginning to comprehend. That is the doctrine 
of nonintervention. Perhaps it is because they feel such a close kinship to their 
neighbors that they feel they should tell them how to run their domestic affairs. 
The homely, but truthful, maxim to be drawn from that situation is the one we 
recurrently find in the comic strip—there is nothing more certain to bring to- 
gether the battling husband and wife than the well-intentioned neighbor who 
steps in piously to settle everything. For a period the United States took upon 
itself the role of such a neighbor. We not only reaped animosity of the wives 
and husbands, but of the entire neighborhood, who, furthermore, found a num- 
ber of things in our own household to find fault with. 

“Assuredly, there is ample opportunity for any individual in the United States 
to express his opinions and to offer constructive suggestions with regard to 
current situations in the Americas. In fact, this is healthful. Our Latin Ameri- 
ean friends are just as prone to air their views on such United States subjects 
as segregation, labor racketeering, or the size of our budget. But I do feel that 
none of us should expect our governments to play the part of the well-inten- 
tioned neighbor in the comic strip. 

“Not a great many years ago, the United States assumed the self-appointed role 
of policeman in parts of this hemisphere. The ill will which was generated by 
this unhappy course of action among the people of Latin America is only now 
disappearing. Today, in the Organization of American States, we have the 
police power vested where it should be; that is, in all of the 21 Republics which 
make up that Organization. Maintenance of the peace in the Americas is now 
a joint responsibility. The mutilateral machinery for carrying out this re- 
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sponsibility was created, and agreed to, in the Inter-American Treaty of Re- 
ciprocal Assistance, signed at Rio de Janeiro. 

“Since the Rio treaty came into force in 1949, there have been four oceasions 
in which it has been applied in order to deal with threats or acts of aggression 
involving American States. In each instance the American governments, acting 
through the Organization of American States, demonstrated their readiness 
to do what was necessary to maintain the peace. In so acting the governments 
were supported by public opinion, which was aroused throughout the continent, 
and in each case peace has been maintained or restored without any resort to 
force or sanctions. Further than that, some of the countries between which 
serious conflicts arose have been helped to achieve new eras of cordiality and 
friendship as a result of the intervention of the Organization of American States. 

“This is a timely subject. Right now an OAS factfinding committee is in 
Central America to investigate the Honduras-Nicaragua dispute which has 
threatened the peace between those countries. When the Rio treaty was in- 
voked last Wednesday, the OAS Council met at once and by Friday noon the 
well-oiled peace machinery was functioning. The committee, composed or 
representatives of Panama, Mexico, Argentina, Bolivia, and the United States, 
was at the scene—in Tegucigalpa on Saturday, in Managua on Sunday. Reports 
indicate that the fighting has been stopped. This is indicative of both the speed 
and effectiveness with which the OAS is prepared to act in a situation threatening 
the peace of the hemisphere. Its value in an emergency such as this would be 
difficult to exaggerate. 

“The action of the OAS is a concrete example of the importance of faith in the 
reestablishment of peaceful relations between two neighboring republics. The 
OAS committee which is investigating the disputes is not empowered to enforce 
any decisions which it may make, yet such is the prestige of the Organization, 
and the confidence which its members have in it, that it was quickly able to 
arrange a cease-fire. It can be hoped that this will provide the time and the 
atmosphere necessary for the development of a long-term solution to the 
problem. Our Government, as a member of the OAS, stands ready to support 
the constructive efforts of the OAS to resolve this controversy. 

“It is significant that peace in the Americas is not one imposed by a superior 
power ; it is a peace based on the expressed will of the people and the consequent 
self-restraint of governments. This peace is, in fact, more than a passive 
absence of armed conflict—it is a dynamic force. It is faith at work. 

“For instance, the regional mutual defense organization formalized in the 
Rio Treaty of 1947 served as the prototype for NATO and other mutual defense 
arrangements which have been created more recently within the framework of 
the United Nations. Two features which are fundamental in the Rio Treaty are 
those relating to collective self-defense and common action in the event of armed 
attack, and to the steps to be taken when faced with situations which threaten 
the peace and security of the American States but that fall short of an armed 
attack. The framework of many collective defense treaties which free nations 
have created since 1947 is based on these two features. Even the structure of 
the United Nations Organization benefited from the experience of the American 
Republics in the development of our community organization. 

“A noteworthy step in the development of hemisphere security was taken at 
the Tenth Conference of American States in Caracas in 1954. While the 
doctrine that there should be no further European colonization or the extension 
of any despotic political system to the American Hemisphere had been accepted 
by all of us, the Caracas Declaration gave this truth a further historic applica- 
tion. It was recognized that, if international communism should gain control 
of the political institutions of any one American State, it would be a threat to 
the security of us all and would call for joint action. This mutual determination 
not to compromise with communism, this mutual recognition that an extension 
of Communist colonialism to our hemisphere would imperil the peace of the 
Americas, heartened the people of Guatemala to recover their lost freedom from 
the Communists then dominating their Government. 

“An example of the inventiveness and imagination which the Organization of 
American States brought to bear on the problem of maintaining peace in the 
hemisphere occurred in 1955. On January 11 of that year the Government of 
Costa Rica informed the Council of the Organization of American States that its 
territory had been invaded by forces based in Nicaragua. At the request of 
Costa Rica, the Council of the Organization of American States met immedi- 
ately. It invoked the provisions of the Rio Treaty and as a first step sent an 
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Investigating Committee to the scene. This Committee, composed of representa- 
tives of the United States, Mexico, Brazil, Paraguay, and Ecuador, was named 
at9p.m. By 6 a. m. the following morning they were airborne. The following 
day, this OAS Investigating Committee took what was an historic decision. 
In view of the circumstances it found, it set up for the first time an interna- 
tional aerial patrol under the supervision of an OAS body for the purpose 
of making peaceful observations over the region affected by the conflict. Four 
American nations participated in this operation under the aegis of the OAS. 

“Not only was this use of peaceful observation flights under the supervision 
of the Investigation Committee a new development in inter-American peace 
machinery—it anticipated the whole ‘open skies’ concept of the use of aircraft 
to control potential belligerent operations. 

“Last summer, when he met with the other American Presidents in Panama, 
President Eisenhower made a new proposal designed to strengthen what he 
called “the most successful sustained adventure in international living that 
the world has seen’’—that is, the Organization of American States. At this 
meeting of Presidents there was ready acceptance of his proposal that each 
President appoint a special personal representative to meet together and prepare 
concrete recommendations for making the Organization of American States a 
more effective instrument in those fields of cooperative effort that affect the 
welfare of the individual. Following preliminary meetings held last September 
and in Jannary of this year, this Inter-American Committee of Presidential! 
Representatives is now in Washington completing their recommendations for 
the expansion of the activities of the OAS in the economic, financial, social, and 
technical fields. Based on the success of the OAS in the solution of political 
problems, it can be expected that these expanded activities in the economic and 
related fields will have an impact on the solution of the problem confronting 
all of our peoples as individuals—how to provide a more prosperous, healthful, 
and rewarding life for himself and his family. 

“Much yet remains to be done in this respect in our hemisphere. It is there- 
fore fortunate that Latin America—to deal with that part of the area outside 
the United States and Canada—constitutes one of the most rapidly progressing 
regions of the world. Population is increasing there more rapidly than in any 
other of the world’s major regions. For the first time since the colonial period, 
the population of Latin America in 1950 exceeded that of the United States 
A continuation of the expected increase there will mean that by the year 2000, 
Latin America will have a population double that of the United States and 
Canada combined. 

“This growth demands a tremendous increase in the production of goods and 
services merely to maintain the area’s existing standard of living. It is en- 
couraging to find that Latin America is not, however, merely standing still 
Actually, taking the area as a whole, the average annual increase of gross 
national product, in real terms, has been 5.5 percent since the end of World 
War II. This may be compared favorably with the rate for Western Europe 
or the United States. Looked at in its true perspective, far from being an 
“underdeveloped” area, as some have suggested, Latin America comprises an 
economic frontier where today the world’s most dramatic economic development 
is going on. 

“This, however, in no way justifies any sense of complacency. Future prog- 
ress in Latin America will have to be achieved at the same price as its past 
notable development—hard, resourceful work, self-discipline, and a willingness 
to grapple with difficult problems. In this task, we can expect our neighbors 
to continue to depend basically on the enterprise of the individual to create 
from their resources the wealth needed for this growth. The building of the 
future of this great continent, as big a task as it is, is not too big for the 
private enterprise of the 350 million people who inhabit it. The role of gov- 
ernments, as we have long since learned, should be to provide conditions under 
which the responsible individual citizen can achieve his full God-given potential 

“The people of the United States are making an important contribution to 
the economic development of Latin America. They have private direct invest- 
ments there totaling over $7 billion and are increasing this investment at the 
rate of $500 million per year. This is of great mutual benefit. Earnings on 
these investments are rewarding to the investors, but, further, they also pro- 
vide 600,000 Latin American employees with a billion-dollar annual payroll, 
they pay over a billion dollars in local taxes, they produced goods and services 
valned at $4.8 billion in 1955, and made a net contribution to the Latin American 
economies in that year of $3.5 billion. 
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“This contribution made by our private citizens to their economies is com- 
plemented by our Government, through Export-Import Bank loans, which in 
the past 4 years totaled $1.1 billion for Latin America; by our technical assist- 
ance programs; by emergency grant aid in 3 instances; and by the sale of 
surplus agricultural commodities for local currencies. 

“I have discussed, or outlined, a number of aspects of these relationships 
which go to make of the inter-American community the closely knit organization 
it is today. My purpose has been to underscore the reasons why the element 
of faith is so essential in the conduct of our international relations with these 
neighbors, these partners, these fellow pilgrims. That this element pervades 
our relation with our Latin American neighbors is perhaps the reason why 
the headlines of our newspapers seldom are concerned with these relation- 
ships. This apparent lack of editorial concern can be, and has been miscon- 
strued as lack of sympathy or disinterest. I am convinced that it is neither. 
It is rather that in the world of today, in which Crises occur on an almost 
hourly basis, we in the Americas live in such an intimate and peaceful relation- 
ship as to seldom call for sensational news treatment. 

“The people of the United States have reason to have faith in their friends, 
their allies, their fellow Americans with whom we share this new world of ours, 
as they—our Latin American friends and allies—are entitled to have faith in 
us. United in this faith, we peoples of the Americas have an obligation to 
work together with others in bringing to the rest of the world the peace, justice, 
material well-being, and spiritual progress such as we enjoy in this hemisphere.” 


STATE DEPARTMENT POLICY ON LOANS TO MEXICO 


Senator Morse. Now, Mr. Secretary, would you explain to the 
committee what the State Department policy is in regard to loans to 
Mexico ? 

Mr. Rusorrom. U would say that our policy, Senator, with respect 
to loans to Mexico is to be just as helpful and constructive as we 
can in enabling that neighboring country in which we have more 
than the usual interest because of the 2,000 miles of common frontier 
which we share, to develop as rapidly as is feasible and good for 
itself and for its own people. 

The result has been that in the last 7 years we have made avail- 
able to Mexico loans totaling $231,766,000 through the Export-Import 
Bank. 

Senator Morse. Do you know of any basis for any criticism that 
the State Department insists in its negotiations in connection with 
loans to Mexico that the Mexican Government will obtain such loan 
only on the condition that it will grant some concession or economic 
investment favor to an American concern ¢ 

Mr. Rusorrom. I can say that that is certainly not the case, that 
we clo not attach any conditions to our loans to Mexico requiring that 
any favors be given to American firms. 

Senator Morse. What is the policy of the State Department in 
regard to requests for loans to Pemex ? 

Mr. Rusorrom. Would you allow me to enter for the record and 
read a very brief statement that I have here ? 

Senator Morse. I want you to take all the time you want to mak» 
the record. 

Mr. Ruporrom. At the outset I think it would be desirable to set 
certain guidelines regarding United St: vi loan policies in the process 
of which I shall endeavor to explain our policy toward Mexico and 
our overall policy y with respect to loans for petrole um development. 

(1) United States loans policies are derived from careful consid- 
eration of many interrelated factors and from coordinated decisions 
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of several United States Government agencies including the State 
Department, the Export-Import Bank, and others. 

Aatanlly, by practice and by requirement, these decisions are taken 
by the so-called National Advisory Council. 

Thus no single person or agency, and that would include the State 
Department, actually makes such policies which, when decided, are 
policies of the United States Government as a whole. 

(2) One of the policies of the Export-Import Bank and the United 
States Government is that it does not compete with private banks 
or other private sources of capital and does not, therefore, extend 
credits when private credit is deemed available in adequate amounts 
on reasonable terms. 

(3) Based on careful observation of the oil business throughout 
the world and with due regard for the high costs and the risks in- 
volved, the Government concluded sometime ago that the oil business 
was peculiarly attractive to private investors. 

They have shown, that is, the private investors have shown, willing- 
ness to go anywhere in the world to search for oil where reasonable 
conditions are established. Thus a policy of worldwide applicability 
has been followed not to lend moneys, public moneys, for o11 develop- 
ment because private capital is available. 

The exploration for the development and production of oil requires 
unusually large amounts of risk capital, a high degree of technical 
skill, facilities for foreign marketing of the oil produced in excess 
of domestic requirements, and since the industry is highly competi- 
tive except in times of war, a high degree of efliciency in operation 
and planning. 

It is accordingly a field which is peculiarly appropriate for private 
enterprise. 

(4) While no credit has been granted for the development of oil 
resources in Mexico with the exception of a relatively small amount 
to expand refinery facilities during World War II, the United States 
is vitally interested in Mexico’s economic well-being. 

All of us take vicarious satisfaction at the tremendous progress 
made by Mexico in the past decade. 

The United States Government through the Export-Import Bank 
has helped Mexico by making available credits to the total of the 
amount mentioned a while ago, $231,766,000 during the past 7 years 
to help finance a variety of projects. 

This is a large amount of money. We have reason to believe that 
it has helped to prime the pump in Mexico’s vast economic-develop- 
ment program which has been based primarily on trade and private 
investment, both domestic and foreign, and I am glad to have this 
opportunity to pay tribute to Mexico’s accomplishments. 

It seems to me, in other words, Senator, that we have got to consider 
this in the totality of our relationship with Mexico, which is a very 
friendly and very, very satisfactory one, and one in which we cer- 
tainly take pride in their accomplishments there. 


QUESTION OF LOANS TO PEMEX 


Senator Morse. Mr. Secretary, the reason I am asking these ques- 
tions, and I have several more on the subject, is that I know that there 
is eriticism in Mexico and elsewhere that the State Department 
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allegedly has followed the policy of denying loans to Pemex, because 
they are those who feel that building up Pemex is strengthening a 
nationalistic government owned and operated oil industry i in Mexico 
which might be looked upon as an unfortunate example for other 
places in South America. 

There is strong American oil company opposition to Pemex. 

There still is a considerable amount of claim on the part of the 
oil companies that the expropriation settlement was not fair to Amer- 
ican oil companies and that only if, as, and when the Mexican Gov- 
ernment would be willing to grant leasehold interests or concession in- 
terests to American oil companies to come into Mexico would the State 
Department countenance loans to Pemex, although I am advised that 
there already have been certain contracts entered into between Pemex 
and some American o1l companies with more independence than the 
big companies for some development. I have before me, on this 
general matter, Hanson’s letter of March 30, 1957, in which he says 
the following—and I would like to hear comment on it—— 

Mr. Ruzorrom. Before you read that could I comment on the other 
things you just stated ? 

Senator Morse. Yes. 

Mr. Runorrom. In the first place there is certainly a policy which 
I just explained which applies worldwide without any exception, and 
it happens to fit in this particular instance which you are discussing, 
but that policy has been in effect since 1944, I believe under 2 or 3 
administrations by both parties, and I believe that it is one which 
certainly does not discriminate against any single country. 

It happens to be a policy of worldwide applic: ability. 

Secondly, I would like to say that to my knowledge no American 
oil company has ever made representations to the State Department 
that no loans be made to Pemex. 

Senator Morsr. I don’t know what the situation is at the present 
time, Mr. Secretary, but the reason for this line of questioning is to 
give the State Department the opportunity to make an official record. 

Mr. Rusorrom. Yes, sir. 

Senator Morse. I do know that in 1949 I was sent to Mexico on a 
special mission, I had a conference with the then President of Mexico, 
and I heard with my own ears his severe criticism of American State 
Department policies with regard to denial of loans to Pemex. 

He sent me out with a group of Mexican experts for a survey of 
Pemex’s fields. I had an opportunity to listen to their representa- 
tions in regard to the need of a pipeline across the country from coast 
to coast, because they were at that time in a situation where they 
Were exporting crude oil because they did not have the refinery or 
adequate refinery facilities for refining enough gasoline for their 
own domestic use. They were exporting crude oil only and import- 
ing refined oil. They sought money for the pipe line and they 
sought money for the building of a large refinery installation that 
would save, the President of Mexico told me, a terrific economic waste 
because they were exporting crude when they ought to be exporting 
refined gasoline. 

Mexican officials criticized the State Department for their refusal 
to consider oil loans although they were perfectly willing and did 
negotiate loans for other economic endeavors outside of loans. 
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Their attitude in 1949 was that they thought it was a discrimination 
and a prejudiced attitude upon the part of the State Department. 

I came back and reported the conversation to President Truman. 
You may recall that at that time there was some public discussion in 
which I participated in which I advocated a line-of-credit loan rather 
than so-called blanket loans—a line-of-credit loan based upon specific 
projects, perhaps agreed upon by a joint commission between Mexico 
and the United States whereby a specific project would have to dem- 
onstrate both its economic feasibility, and proof of its need. 

I recommended in that line-of-credit procedure, oil facilities, so 
that they would at least have the opportunity of presenting their case, 
making a case for an oil facility. 

I knew of no reason why it should not be considered along with a 
line-of-credit approach. TI h: appened to know that at that time there 
were strong representations in the State Department against loans 
for oil. 

I had at least 2 or 3 conversations, as I recall, with the President 
of the United States at that time. 

There were, you may recall, subsequent considerations and a loan 
negotiated with Mexico, but it excluded oil facilities. I think it is 
proper to say it is my understanding that it excluded oil facilities only 
on a temporary basis until a further study could be made by the White 
House in regard to the objections that were being raised by Mexican 
officials at the time concerning failure up to that time, at least, on 
their part to be successful in obtaining loans for oil facilities. 

That was 1949. I am in no position to testify what has happened 
since then—based upon official contact with the problem. 

I have maintained an astute interest in it and because of that interest 
I am asking this line of questioning this morning. 





HANSON’S LATIN AMERICA LETTER RE FINANCING FOR PEMEX 


I have, as I say, Mr. Hanson’s letter of March 30, 1957, in which 
he says: 


The question of financing for Pemex and presumably for Petrobras may 
finally be coming in for congressional investigation. The hearings of the House 
Committee on Interstate and Foreign Commerce on March 22 were intended as a 
review of the European petroleum supply problem but quickly deteriorated 
into a vigorous examination of why Mexican petroleum had been completely 
ignored during the emergency and why the strategic importance of Mexican 
petroleum to the security of the United States over the longer period was being 
wholly ignored. 

The chairman of the committee suggested that a special session will be neces 
sary to consider the role of Mexican petroleum (and of mobilization of its 
security potential through Export-Import Bank financing) with respect to the 
national security “rather than with respect to the welfare of the large oil com 
panies.” Meanwhile, a Senate committee in executive session is demanding 
answers to the same question from the State Department. 

The timing is, for the State Department particularly, unfortunate. The De- 
partment regards the coming Mexican election as the last opportunity to knock 
off Pemex and it has been a matter of common knowledge that the Department 
was eyeing one particular Mexican official as a candidate who could be relied 
upon to cooperate with the Department to this end. Now the congressional 
committees ignore the Department’s conniving in this respect and choose instead 
to inject the matter of national defense and the security of the United States into 
the discussions. A leading candidate for the post of Assistant Secretary of 
State for Latin America told us months ago that he could not possibly get the 
job if he deserted the Department’s position on Pemex and Petrobras, whatever 





NOMINATION OF ROY R. RUBOTTOM, JR. 49 


might be the larger considerations of national welfare. That is to say, some- 
thing comes ahead of the security of the United States in this particular 
situation. 


The subject is of critical importance to United States nonpetroleum investors 
in Mexico. First, on the positive side, because a vigorous stepping up of Pemex 
activity and of Pemex export capac ity through Export-Import Bank financing 
would mean an end to the recurring uncertainties regarding the peso and a 
further expansion of a market for American goods which is already immense. 

Second, on the negative side, because there is no doubt that the next stage 
in Mexican industrialization involves pressure to the point of compulsion to set 
up complete manufacturing facilities from local components, as against the 
simple assembly of imported parts. 

The automobile companies are the first to feel this pressure, but it is likely 
to become an across-the-board demand on the part of the new administration in 
Mexico, and it may become a competitive race, as in Brazil, to see who gets left 
out and who stays in each field. Unless such aceeleration of the pace of in- 
dustrialization is accompanied by immediate action on Pemex, both with respect 
to Mexican Government priorities for investment and with respect to external 
financing, there may be serious dislocations on balance of payments involved in 
the new investments required by the new policy. 

The American manufacturer who is sensitive to the climate of investment in 
Mexico would do well to disassociate himself from the fight on financing for 
Pemex and even on financing for Petrobras which is arising in Washington, 
lest he be identified as having an anti-Mexican bias. 

And he might better quietly determine whether the change of policy which is 
being discussed is actually something damaging or something beneficial. Study 
the candidacies that are emerging for the Presidency and then let your econo- 
mists analyze what vigorous expansion of Pemex means to your particular earn- 
ings capacity in Mexico. It may pleasantly surprise you. 

That is Hanson’s Latin American letter of March 30, 1957, and I 
would like to have your comments on it because it concerns me. 

Mr. Rusorrom. I have never met Mr. Hanson. I have heard of 
him. I rarely ever see his publications. 

Once in a while a copy is sent to me by somebody. I am disturbed 
in this case from what you read only because of his reference to what 
some leading candidate for the Assistant Secret aryship might have 
said, because if by any chance that reference could be inter preted i in 
the record as applying to me, I did not talk to him about it. 

I never considered myself, if you please, a leading candidate for 
the job. In fact I was not an aspirant for the job at all, sir. 

Senator Morse. I did not interpret it that you were. 

Mr. Rusorrom. And so I did not know which person he might have 
been referring to in this. 

Senator Morse. I don’t know but this letter is dated March 30, 1957 
and I did not interpret it as applying to you. 

Mr. Rusorrom. Yes. With respect to the rest of it, I am also not 
aware of these executive session references that he referred to there 
that may have taken place in the House or the Senate, and some of 
the references in those sessions to the Mexican problem, except I of 
course know that there is a Petrobas in Brazil and that the question 
of the exploitation of Brazilian petroleum resources is a matter of 
great interest and discussion down there, of course. 

I certainly don’t feel any pressure from the American companies - 
doing business in Mexico of the kind that is alluded to in the letter. 

I feel that naturally all of the people doing business are alert to 
whatever developments there are, and they undertake to develop 
their policies in accordance with the realities, both the political and 
the economic realities in the country where they are doing business. 

But I must say that I have the feeling that the Americans doing 
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business in Mexico—and it is one of the largest areas in Latin Amer- 
ica where our export trade now is in the neighborhood of $800 mil- 
lion and in the neighborhood of an approximately balanced amount 
coming back to us, with their greatest export of course being tourism, 
that in general our economic relationships with Mexico are excellent. 

I recall as a matter of memory the developments in 1949. I did 
not come into the Department until 1950 on a previous tour that you 
referred to earlier, and I know of course that there was some discus- 
sion at that time about a loan. 

It was given very careful consideration, and for reasons of policy 
which I referred to earlier, it was deemed inadvisable to make the 
loan at the time. 

You referred in your statement to something that was told you 
about discrimination against Mexico. I don’t know whether you actu- 
ally meant discrimination in the case of not making a loan to the oil 
industry as compared with the other industries 

Senator Morse. Pemex. The President of Mexico’s attitude at 
that time was that it was a discrimination against Pemex because it 
was a state-operated agency. 





PROCEDURAL DISCUSSION 


The CHarrMan. Senator Morse, can you give us any idea how 
much longer you are going to take ? 

I don’t want to hurry you. 

Senator Morse. It will take me at least an hour. 

The Crarrman. I think we had better adjourn and go to the floor 
of the Senate until 2 o’clock. 

Can you be here at 2? 

Mr. Rusorrom. I am sure I can. 

Senator Morse. Mr. Chairman, I am terribly embarrassed. I have 
a special meeting of the District of Columbia Committee called at 2, 
but we will be through, I am sure, by 3. 

Could we meet at 3 instead of 2? 

The CnHatrman. How long do you think you will take this after- 
noon ¢ 

Senator Morse. I think I can finish in about an hour. I want to say 
for the record, Mr. Chairman, I appreciate the cooperation and gra- 
clousness of my colleagues. 

I don’t ordinarily engage in such a long examination, but I have a 
purpose for this exammation. The purpose of this examination is 
closely related to my work as chairman of the subcommittee on Latin 
American A ffairs. 

I think you will all agree with me that my examination has been 
exceedingly considerate. I am only trying to give the State Depart- 
ment an opportunity to make a full record on these questions, through 
Mr. Rubottom, because I am convinced that the subcommittee over 
the recess period should make some investigation into Latin American 
affairs. 

I am laying the foundation in this examination for a consideration 
of certain recommendations that I shall later put before the subcom- 
mittee and through it to the full committee. 

The Cuarrman. The committee will stand recessed until 3 o'clock 
this afternoon in this room. 
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(W TENE, at 12 noon, the committee was recessed, to reconvene 
at 3 p.m. of the same day.) 


AFTERNOON SESSION 


The CHatrmMan. The committee will be in order. 
Senator Morse, you may proceed. 


STATEMENT OF ROY RICHARD RUBOTTOM, JR.—Resumed 


HANSON’S LATIN AMERICAN LETTER OF MARCH 30 RE MEXICAN PETROLEUM 


Senator Morse. Mr. Secretary, we have been discussing the policy 
of the State Department. I referred to the letter of March 30, 1957, 
which has to do with certain allegations on the part of the State De- 
partment, and, as I recall—you can correct me if I am wrong—your 
comment was to the effect that no discrimination, so far as you under- 
stand the situation, was had with regard to the general policy. 

Would you care to comment on that? 

Mr. Rusorrom. Yes, sir; that is true. Since our discussion this 
morning I managed to obtain a copy of this letter which you referred 
to, and I would like to mention 1 or 2 other points, since you read 
several paragraphs from it, and I think this is for the record. I would 
like to point out that, for example, the statement here was to the effect 
that the House Committee on Interstate and Foreign Commerce, on 
March 22, tentatively reviewed the European facilities and the supply 
problem, and the question why Mexican petroleum had been com- 
pletely ignored during the emergency and why the strategic impor- 
tance of Mexican petroleum reserves to the security of the United 
States over a long period has wholly been ignored. 

I do not think that the United States ignored the existence of Mex- 
ican petroleum either on a short-term or long-term basis. 

I think that we have a friendly feeling toward Mexico. As I men- 
tioned earlier this morning, I think we need to consider our approach 
to any country in its totality. One of the things, for example, which 
we have through the years done with respect to Mexico is to help her 
in obtaining very badly needed scrap iron at a time when there we 
a shortage throughout the world. And there was a severe allocation 
problem as well as helping her to obtain certain rolling steel—both 
of these for the making of steel. Mexico uses an unusually large 
percentage of scrap to make her steel. I think something like 50 per- 
cent of her total steel capacity is derived from these materials which 
are in the form of scrap and which we have helped Mexico to obtain 
in recognition of the importance to help her total economy. 

The statement in this same article which you read, Senator, that the 
Department regards the coming election—the Mexican election—as 
the last opportunity to knock off Pemex, as a matter of common knowl- 
edge is, in my opinion, not in accord with the facts, I am sorry to say. 
We do not have the slightest feeling of antipathy for Pemex, let alone 
the intention to knock it off. On the contrary—and I have talked 
to various people who are engaged in the management of that—we 
have a friendly feeling for Pemex, and as I mentioned this morning, 
we certainly are not supporting any Mexican official as a candidate 
who might do this job of knocking off Pemex. 
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Incidentally, I have looked into these two speeches which were 
referred to this morning and I do not find any reference to the persons 
whom we named this morning in the speeches. It may be that in some 
impromtu remarks or extemporaneous remarks I did make such a 
statement, but I do not honestly recall, but I admit that the speech 
at the Rotary Club was made by me, and I have also listed the speech 
delivered at Michigan University, and I do not find any such reference. 

Senator Morsp. It was my understanding that it has been reported 
that you made such a statement. 

Mr. Ruzorrom. Perhaps. 

Senator Morse. It may be that you did make some such statement 
in extemporaneous remarks. To complete the record on that point. 
would it be correct to say that within the overall policies of the State 
Department as stated in your testimony to this committee this morn- 
ing, so far as you know, the State Department has not and does not 
intend to reject any proposed loan to Pemex on the basis of the fact 
that Pemex is a Goverment-operated oil agency, one that does not 
involve private ownership ? 

Mr. Rusorrom. Yes, sir. That is a fair statement. The policy 
is not based on that point. It is based on the fact, as I mentioned this 
morning, it is deemed to be an industry in which private industry and 
private investment is available and that policy has worldwide 
applicability. 

Senator Morse. And would you agree that it would be the policy 
of the State Department to deny a United States loan to a state- 
operated oil development because the State Department would fee! 
that there is private capital available to make that loan ? 

Mr. Rusorrom. Yes, sir, that would be a fair statement. As a 
matter of basic policy, we strongly favor the free-enterprise system, 
but we do not attempt to intervene in the domestic policies of these 
various governments if they desire to operate the oil industry, if it is 
necessary for them to do so. But when they come to us to obtain 
public loans of United States money, that, of course, is a matter for 
us to take a careful look at. And in accordance with this policy which 
we have discussed, we have evidence in many other places that private 
investments will flow where reasonable conditions are established, 
and that there it would not be a vehicle for a public loan. 


POLICY GOVERNING LOANS TO OTHER GOVERNMENT-OPERATED INDUSTRIES 


Senator Morse. Do we make Government loans to other govenment- 
operated industries in other countries, outside of the oil industry ? 

Mr. Ruszorrom. I think there are probably some examples—not very 
many, that I can think of, but as I say the basic belief in the United 
States Government is that private enterprise is the most desirable 
approach to economic problems, and that we should do everything we 
can within reason and within our policies to advance such, but I think 
that there are some exceptions that we may have made—some excep- 
tions—even in the case of Pemex during the war, where we did make 
the loan in 1944, as you recall. 

Senator Morse. Would it be the position of the State Department, 
as a matter of policy, that when it does make a loan to such an industry 
that it does so because it appears to the State Department that that 
particular industry does not have private capital available to it? 
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Mr. Rusorrom. I think if a loan were made, that would be deemed 
to be the case. 

Senator Morse. Well, now, a policy has been formulated. I have 
questioned you about that. 


UNITED STATES OIL SUPPLY 


At a time when we are sorely in need of the maximum of our 
natural resources—to wit, the Middle East crisis, which brought this 
pretty close to home—would it not be in the best interests of the 
United States to see to it that we have a ready supply of oil, not only 
for our national demands but to meet the demands of our Western 
European allies? For example, I hold in my hand, and I will put in 
the rec ord, a chart entitled, “United States Petroleum Supply and 
Demand.” The chart shows that at the present time we are not pro- 
ducing enough petroleum in the State of Wyoming to meet our pres- 
ent and nec essary demand. The chart shows that by 1975 we will 
fall so far below ‘produci ing our demands that we are going to be in a 
very critical oil situation unless we do 1 of 2 things, or both: (1) to 
increase our imports from other countries far in excess of what we are 
now importing; and (2) to speed up the development of oil from oil 
shale. Some of the other charts in my hand illustrate the arguments 
made by the Senator from Wyoming, Senator ©” Mahoney, } on this 
point. 

We have a vast store of oil shale in this country and we ought to 
be pleased to develop it and to protect it. Much of it is on public land. 


And to supply the American people of the future with a sure supply 
of oil products, we are going to have to be very careful to see to it 
that we do everything we can to strengthen our sources of supply. 


DEVELOPMENT OF MEXICAN AND OTHER OIL INDUSTRIES 


With that as a background, why should we favor Mexico or any 
other country that operates a state-operated oil industry where private 
capital could go in and develop the oilfields? And to say to such a 
country that we are not going to give them a loan which they, as a 
government, need to develop their oilfields, but we are going to insist 
that they accept private capital from the United States, whether they 
like it or not, and that if they are not willing to accept it, they go with- 
out the loan. Has that not increased friction and tension between us 
and Mexico? Does not that play into the hands of the critics who 
say that the oil companies are behind the State Department policy? 

The oil companies do not like that because they produce it. The oil 
companies say, “we are willing to go in if Mexico will make a conces- 
sion so that it will be to our advi antage to goin. 

The oil companies are trying to set up another Saudi Arabia tat 
gram in Mexico and other South American countries, which wa 
br ought forth with respect to the point of view of the State Gevarie 
ment and the oil policy of Saudi Arabia. 

What comment would you care to make on those observations ? 

Mr. Rusorrom. Sen: itor, in all honesty, I do not believe that we are 
trying to tell Mexico how to develop her oil industry. I think that we 
fully ‘realize that Mexico has the right and the obligation to herself 
and to her people—— 
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Senator Morse. Let me interrupt you. We very frequently hear it 
said that those who control the purse strings control the policy. We 
always say that. we have control of the purse strings through apes 
priations. And, therefore, we have something to say about policy 

Applying that to the State Department, if the Department controls 
Mexico’s purse strings, the result is that Mexico has to yield to what 
amounts to our insistence that they accept private capital. 

Mr. Rusorrom. I would like to point out that this policy is not a 
State Department derived policy. It is a policy that is very carefully 
arrived at by the total executive branch of the Government; that is, 
the National Advisory Council, in which the Treasury Department 
and the Export-Import Bank play a prominent part, in addition to 
the State Department. I think we fully recognize Mexico’s obligation 
to herself to develop her oil resources as she sees fit. 

There may be an honest difference of opinion, Senator, as to the 
most efficient and the best way that can be done, but we feel that based 
on our own experience in the United States—our experience in watch- 
ing developments in other areas of the tremendous risks that are 
involved and the high cost that they involve, that a private enterprise 
approach is the best w ay to develop oil. And when loans are requested 
on that basis, then that is the determination that we take, based on the 
policy that I just outlined to you. 

You mentioned whether or not it has been our best interests, based 
on these. I firmly believe that private enterprise can develop oil 
properties wherever they may be, and whatever the cost may be, and 
under the terms and conditions that are laid down by the countries 
themselves; that is done in many cases. The pattern varies from 
country to country but we have some examples here in the Americas 
where private enterprise is doing that with the ownership still vested 
in the country itself, that is, the subsoil rights are vested in the Gov- 
ernment itself. 

I think, on the basis of our experience in World War II and in the 
Korean crisis that we have seen responsible private enterprise, not 
only the oil business—but this is directed to the oil business and I 
refer to this specifically—endeavor not only to look after the United 
States interests but, also the interests of our friends and allies wher- 
ever they may be. 

And TI know that we have endeavored to see that countries here in 
the Americas will not be deprived of their necessities to the extent 
that we possibly could—even when it meant some sacrifice on our 
part in times of crisis as well as of other commodities that were being 
developed that were needed. 

I am very much interested in what you said about the O’Mahoney 
charts and the predictions for the future. 

As you know, there has been considerable discussion recently about 
the need possibly to restrict oil imports because of the deter mination 
that it might be in the national security interest of the United States 
to see all exploration done here at home. We are very much inter- 
ested in that, in the Department, because countries which are large 
producers of oil, of course, export to the United States. And the 
continued development of oil, wherever it may be, including Mexico, 
is dependent upon their having access to this market. 


— 
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OVER TARGET 






10 min. 


OVER TARGET 20 min. 


UNITED STATES OIL SUPPLY 


Senator Morse. [ am not an oil expert. Senator O'Mahoney is 
the Senator whom I very much believe to be a thorough student and 
a good authority on the oil problem. You will find his speech in 
the Congressional Record. 

Mr. Runorrom. Yes. 

Senator Morse. He pointed out in his speech—and I remember 
that I answered some questions about it on the floor—the possibility 
of further oil exploration in the United States. He indicated that. 
it is presently well known that the oil experts know the maximum 
amount to be obtained from any future exploration in the country. 

Assuming that premise, he went on to point out that by 1975 that 
would be the situation as previously mentioned. He explained why 
we had better be looking to that question for our own security pro- 
tection and said that we ought to be looking to oil-shale potential as 
our best source for the future of domestic oil and the supply of 
domestic oil. 

PROVOCATION FOR EXPROPRIATION 


sut this point bothers me. 

Here you have a country where you do not have to use a ship to 
get a gailon of oil into the United States, and they operate a state o4 
industry. I do not approve of this expropriation—I made that cle: 
in the first instance—although they may have had many provoce See 
because of the terrificly wasteful policies of the oil companies in 
the developing of oil in Mexico. 

I remember instances where foreign oil companies had to build 
narrow-gage railroads into the rich oilfields. They got gas but they 
wasted the gas in order to get a quick supply of oil out of the land 
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from the oilfields. And then they took what was called the cream 
out of the fields, abandoned the oilfields, tore up the narrow-gage 
railroads, and moved down to another field. 

The sad thing is that they left no benefit to the people. They took 
a large proportion of the income from the wells. 

I think in other instances, private industry does quite differently. 
There are areas where one finds hospitals, schools, and other pro- 
grams that will benefit the people, based upon what they allege to 
be sound conservation oil development programs. 

I mention this, Mr. Secretary, as the foundation for my question. 

I have been disturbed by the expropriation; I do not like it, but J 
believe there was plenty of provocation. 

We had an international commission that, after negotiation, 
reached an alleged settlement of the expropriation. The American 
oil companies never were satisfied with that settlement but the settle- 
ment was made between the two governments concerned. 

As I understand it, the settlement was sustained by the Mexican 
Supreme Court. It is a competent body to govern anything involv- 
ing domestic policy of a nation; that is, in its internal affairs. IT can 
well imagine the hullabaloo that would be raised in the United States, 
for example, if some great industry were socialized. And let us 
assume that hypothetically to happen, and that there were foreign in- 
vestments involved, which became socialized along with the rest. 
Assume that a settlement was made for the property claims between 
two governments and then that the private concerns in Great Britain, 
for example, did not like the settlement and continued by various 
devices to press their governments on these issues. 

I am not at all surprised that we get the kind of criticism in regard 
to oil company activities in Mexico that is being given to me as 
chairman of the subcommittee, saying that the oil industry has stirred 
it up. 

USE OF PRIVATE CAPITAL TO DEVEPOP OTL INDUSTRIES 


So the thing that disturbs me about. your statement on foreign 
policy is that we do need oil and need it desperately. And I am a 
little at a loss to understand why we should help Mexico to develop 
and finance her oil industry and why they do not go it alone. That 
is what disturbs me as it does not in my judgment create good will 
between Mexico and the United States. 

Mr. Rusorrom. If I could comment further just briefly, I think that 
in all honesty we do not say that to Mexico. I would like, however, 
to cite an example of another nearby neighbor where private in- 
vestment has done a very outstanding job in a very short time; that is, 
in Canada. 

The production in Canada now is over 400,000 barrels a day. That 
has all been developed in recent years. Canada used to have practi- 
sally no oil development. 

It seems to me with that kind of an example, again with a country 
that is bordering on us to the north, that we have evidence of the 
validity of this policy which I just pointed out of not using public 
funds for loans where private capital is available to do the job. 

If I am aware of the nature of the oil business—and I do not know 
very much about the oil business—I must confess—I do know that 
proven oil reserves under the ground are one of the most bankable 
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assets that anybody can have, whether it is a government or whether it 
is an individual, or whether it is a company. And I do not doubt but 
what, among other things, for example in places where there are 
roven reserves, private loans might be arranged in case Mexico were 

interested, as against public loans, because if we loan our public funds 
for purposes of this kind where private funds are svailabia then we 
would cut down on the availability of the funds for other worth- 
while projects that require loans and where private funds are not 
available. 

Senator Morse. I am glad that you mentioned Canada. 

The next question I have does not involve Canada. It involves 
Venezuela. 


AMERICAN OIL POLICIES IN VENEZUELA 


I would like to ask you to make a brief statement for the record 
regarding what you know about American oil policies in Venezuela. 
We have there a case where American foreign capital is being invited 
in on the basis of oil concessions. I w ould like to have you tell the 
committee what you think are the results up to the present time and 
what you think is the prognosis. 

Mr. Rusorrom. I am glad you asked that question. I have had a 
chance to visit some of the oil camps in Venezuela. 

I have also had a chance to visit some of those in Colombia a few 
years ago. I served in Colombia. I was on temporary assignment in 
Venezuela at one time, and I think that in both of those cases—and 
there are some other cases in Latin America as well, but Venezuela is 
an outstanding example—you have a circumstance where a partner- 
ship has been arrived at, you might say, between the countries con- 

cerned and the private industries who come in and spend these vast 
amounts of money, bearing in mind the risk involved in return for 
considerable gain if they are successful. 

In this case there was success after, perhaps, a slow start. That suc- 
cess has accumulated down through the years and has multiplied with 
the bringing in of additional proven reserves. Now, there are efforts 
to find and develop new fields in Venezuela. 

I think whatever may have been the circumstances existing in 
Mexico twenty-odd years ago, to which you alluded a while ago with 
respect to the improper activities of the companies or the inadequate 
assumption of responsibility on behalf of the people working for the 
companies, they have learned from that and other experiences. 

And, certainly, as I mentioned this morning, responsible private 
enterprise is a 3-part word instead of a 2-part word. Responsible 
private enterprise is the kind that should go abroad, and that kind 
[I think is going abroad now representing the United States in the 
best possible way; and it also is representing the shareholders, stock- 
holders, and management back here in the best possible way. 

And in Venezuela you do have that assumption of responsibility, 
so that the workers in the field, the refineries, and the cities get public 
health facilitites, schools for their children, and social security to 
take care of them after they have given their lives to the company, 
and so on. 

Senator Morse. I have heard that situation discussed, Mr. Secre- 
tary. You testified this morning to the effect that the Department 
does look to see whether or not the economic policy of an American 
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business in a country is to promote good will between that country 
and the United States or whether it wants to make trouble. 


AGREEMENTS BETWEEN VENEZUELAN GOVERNMENT AND AMERICAN OIL 
COMPANIES 


Regarding the negotiated agreements between the American oil 
companies and the Venezuelan Government, can you tell this com- 
mittee whether or not the State Department had anything to do with 
the terms of those agreements—whether they are free from exploita 
tion, as were the agreements in Iran? The exploitation there caused 
a lot of trouble—a great deal of it was involved. 

Or are you letting these American oil companies in Venezuela 
with these tremendous oil concessions go ahead without any control 
by the State Department ¢ 

Mr. Rusorrom. Senator, you know as well as I do, or better, the 
extent to which we delve mto the affairs of private enterprise. As 
long as they operate within proper channels and carry out their 
responsibilities and obey the laws of the United States and the coun 
try where they are doing business, which it is in their long-term 
interest to do, and which I think they do, there are an awful lot of 
the details of their operations which we do not get into. I refer to 
your use of the word “surveillance”’—I would say that we do not 
interfere in their operations. 

I would say that we are acquainted with the broad contract under 
which they do business, and in the conduct of their negotiations they 
usually consult with us from time to time, and if there is any need 
to, with the people in the industry or with those back here who are 
in position to give them some advice. 

If it ever became clear that they were engaged in a policy which 
was contrary to their interest, and therefore to the interests of the 
United States Government, I think we would undertake to so advise 
them. 

Senator Morse. ‘That is not very helpful. 

A big oil company, an American company, makes an original 
agreement with the Government of i senvagnirs for example. And, 
hypothetically, the agreement results in a program of exploitation, 
of low wages, resulting in trouble among the citizenry and the oil 
company. “Can the oil company appeal to the United States, except 
as trouble develops and legislation is proposed in Venezuela to nation 
alize the oilfields¢ Have we reached the point in our history where 
words such as “strengthening ties” mean something? As a matter 
of Government policy, we have to face various matters. But where 
you enter into economic agreements on a large scale in a foreign 
country, whether you know it or not, you have a great influence on 
foreign policy and, therefore, your agreements ought to be negoti 
ated in the framework of an understanding between our Government 
and that foreign government as to the conditions that must be met. 
or you cannot invest in that country. We have had undue inter 
ference in the past. Our history is very replete with examples of 
foreign investments which have led to international incidents which 
have involved our Government, sometimes involvi ing the lives of our 
boys sent in to protect them. 
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For example, the British Empire has been careful enough to carry 
out the suggestion that was made. They had a lot of trouble in Iran. 

I cannot imagine the Government approving some of those con- 
tracts, such as 85 percent of the income to England and 15 percent left 
as benefits to the Iranian state and the people. 

I do not know what your answer is to this, Mr. Secretary, but all 
I am saying is that I should like to know whether or not it is your 
opinion ‘that we all ree ognize that the investors can do anything that 
they want to in South “American countries by way of investments, 
even though that investment may result in subsequent exploitation 
and trouble to the State Department, trouble to our Government, con- 
ceivably, and great loss to the taxpayers of this country. 

Mr. Rusorrom. First, if I may refer to your hypothetical case, 
I would like to point out that the estimated gross national product 
per capita in Venezuela is $840 a year. 

The net in Uruguay is $596 per year 

And in Argentina it is $427 a year. 

And in this list it goes on down the line to the lowest figure, which 
is $49 a year. 

I think that those figures tend to reveal the extent to which the 
investment that has gone into Venezuela has undertaken to lift the 
economic well-being of the workers, that is, the people. 

The State, in turn, has benefited. And the companies, of course, 
have benefited. 

I think those figures are very revealing in that the per capita gross 
national product in Venezuela is almost twice that of the next country 
in Latin Americ: 

I, certainly agree that as a matter of policy, the United States 
Government should expect of its investors going abroad that they 
be responsible, that they live up to their obligations. 

I think that the modern cone ept of people’s capitalism, if you 
please, in which all of these companies play a part, includes activities 
for the benefit of labor as well as for the benefit of the owners and 
for the management of these various enterprises, whether they be at 
home or whether they go abroad. 

I do not think that we should make any exception. 


GOVERN MENT-TO-GOVERN MENT AGREEMENTS FACILITATING AMERICAN 
INVESTMENTS AND TRADE 


In the conduct of our business abroad, these matters are facili- 
tated—and in the discussions that we have with our businesses abroad, 
our investors abroad, as well as with the foreign governments—by 
certain types of agreements which we enter into on a government-to- 
government basis. We do not have them with every government, 
Obviously, the other government has to agree with them. 

Senator Morse. That is what I want you to discuss. 

Mr. Rusorrom. There are treaties of friendship, commerce, and 
economic development, as they are now called. They used to be called 
friendship, commerce, and navigation. We only have a few of those 
in Latin America. We would like to have more. 
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We have a modern type of agreement which imposes a certain 
amount of responsibility on the investor, on the participating coun- 
try as well, and on us. 

Then in addition to that we, of course, have our trade agreements. 
We have a number of bilateral trade agreements in Latin Americ: 
which, also, are very important factors weighing in the scales of 
doing business between us and them. 

And then further we have another type of agreement in which the 
Congress has taken great interest, called the investment guaranty 
agreement which we have with a certain number of Latin American 
countries now. On the payment of a fee by the investor going abroad, 
he can protect his investment against expropriation and/or incon- 
vertibility. He may take out either one of those types of insurance 
or both. 

Those are just samples of the types of thing that tend to help us in 
our efforts to set up an orderly way of doing business abroad. 


CONDITIONS IN VENEZUELA 


Senator Morse. I want to thank you for what you are already doing 
about setting up a framework in which American business can invest 
abroad and the general understanding, at least, with the foreign 
government. 

Going back to the Venezuelan matter for a moment. I understand 
there are two allegations about it. 

One, that the operation of the American oil companies has brought 
higher incomes to all segments of the population, on the basis of em- 

loyment in connection with the oil operation; and, second, that it 
es very seriously increased the friction problem among those em- 
ployees who have no connection whatsoever with the oil industry. 

Do you know about that or have any comment on that? 

Mr. Rusorrom. I think, Senator, that with respect to the figures 
which I just quoted to you on gross national product, unless you had 
a fairly broad base of people earning wages in the neighborhood of 
that figure of $840 a year, the average gross national product would 
not exist. 

I do not doubt that there are well-to-do there like in many other 
countries, but I do think that Venezuela is a place, from my own ob- 
servation—I have not been there in recent years, the last time I was 
there was some 5 years ago, but I have kept up with it rather closely 
since that time—where you have not only the employees of the oil 
com and I am including the workers, the ones who work on 
the palling. for example, and the ones who work in the commissaries 
and out in the fields, as well as those who are in man: agerial positions 
and clerical positions—are being paid sound wages, giving them a 
chance to raise their families properly, and so on. 

I know, from my own experience, that even 5 years ago you had 
service industries—for example, more like those in the U nited States 
than any other country that I have ever been in, except 1 or 2 in 
Europe and Mexico and other places where they have done the same 
thing. In Venezuela you have a small business developing so-called 

service trades which in turn are benefiting from the higher income 
of the people who are working in the petroleum, i iron ore, and other 
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enterprises. Venezuela has a wide diversification of industry now, in 
spite of its reliance on petroleum and iron ore. 

So far as inflation is concerned, I think that is a problem which 
concerns all of us, even those of us here in the United States. And 
I do not believe that inflation is a more serious problem in Venezuela 
than it is elsewhere. 

Senator Morse. That is the next question I wanted to ask, whether 
or not as a result of oil development there has been a more serious in- 
flation problem than otherwise would have been true. 

Mr. Rusorrom. I honestly do not think that is the case. I think you 
have high prices there which may lead some people to the : assumption 
that you have inflation, but prices have been reasonably stable. You 
have not had a runaway inflation. In fact, compared to 15 years ¢ ago 
you have a relatively high income with which to pay the high prices. 


BOLIVIAN OIL 


Senator Morse. I come to the agreement of 1956. 

In Mr. Hanson’s letter of January 12, 1957, he states as follows: 

All over Latin America the impression is gaining ground that the key to 
American policy is petroleum, that it is the newly granted access to Bolivian oil 
that is causing the abandonment of all principle in our relations with Bolivia 
and causing also the unprecedented magnitude of financial assistance from the 
United States Treasury, while countries more cooperatively historically in our 
overall foreign political pelicy and more important economically to American 
business find themselves at a disadvantage by rigid application of unfavorable 
basic policies for which only concessions to oil will wash away. 

It is important for American business generally that this impression be re- 
versed, and the one way to do it is to make sure that it is not in fact the real 
basis of policy. American business interest in Latin America goes far beyond 
petroleum, realization of the investment potential would actually be slowed 
by any tendency to link petroleum selectively with the vital decisions on 
economic cooperation, and on balanced it is likely that the petroleum companies 
themselves will ultimately suffer from any impression that our foreign economic 
policy vis-a-vis Latin America is not being enunicated independently. 

Do you have any comment upon that operation ? 

Mr. Ruzorrom. Senator, I have done my best already to refer to our 
loan policy as being one independently arrived at and not designed to 
help any partic ular group of companies or a company, or to effect 
interference with our industry. 

It applies to other industries. 

The question of whether or not private capital is available, it seems 
to me, is a fair test. 

In the case of the aforesaid statement with respect to Bolivia, I think 
I can say unequivocally that it is not true that “newly granted access 
to Bolivian oil” is causing the abandonment of all principle in our 
relations with Bolivia. 

Our relations with that country have been of necessity very close. 
Within the last few months I would say that we have spent as much 
time thinking and considering about Bolivia, as we have about any 
country in South America. 

It has suffered from a galloping type of inflation. And just before 
the stabilization program went into effect, the exchange rate had 
climbed up to around thirteen or fourteen thousand bolivianos to the 


dollar. 
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There is much still to be done in Bolivia. I-would not for a moment. 
say that we have solved the problem. 

On the contrary, the most we can hope for—and I think the most 
that Bolivia itself can hope for—is to have rounded the corner and 
to be headed down the road which will steer it away from this terrible 
curse of inflation. 

The efforts to do that, sir, are based on our feeling of solidarity with 
all of the countries in the Americas. 

We have an economic problem of gravity in Bolivia. There was 
grave political risk there as well as economic risk. That is, if you 
allowed it to progress. It went tothe point where the Bolivians had to 
take very real and firm commitments on their part in order to qualify 
for the stabilization funds which were made available between the 
International Monetary Fund, our own Treasury, and certain ICA 
funds. We hope it will be successful. I will not try to go into detail, 
into the extent of the problems as of last December. The problem still 
remains. Yet some things for the better have occurred, and we are 
still encourageed that they have taken the right turn. 

Senator Morse. We all know about Bolivia having nationalized 
some of its industries—not all of them. It has nationalized some 
which have caused very serious comment, oil in particular. 

Do you have anything to say as to whether our State Department is 
favoring the Bolivian Government to negotiate contracts with foreign 
oil companies, seeking to help the Bolivian economy that way, hoping 
that it will stabilize it and that it will not have need for indirect loans 
or much of the direct loans which Bolivia has taken previously ¢ 

Mr. Rusorrom. We have discussed with the Bolivians and are still 
discussing with the Bolivians the problems growing out of the national- 
ization of the tin mines. And certainly their operations, since nation- 
alization, despite the fact that they are the greatest source of income 
have not achieved anything like their aspirations. I think they are 
still hopeful of improvement. 

Rather detailed and very lengthy reports by the consulting engineers 
have shown some of the possibilities in other mining industries there. 

I do not think we have done anything to urge—I can assure you— 
that the Bolivians negotiate contracts with any particular oil company 
or companies. 

I think it stands to reason that private enterprise in that sector, 
which is one of the proven sectors of their resources, is a way in which 
they can hope to get some fairly quick returns. And the Bolivians 
themselves passed an oil law in October 1955, which sets up a favorable 
climate, so to speak, under the terms of which private investment is 
willing to come in. 

There was a concession agreement signed this last week which, I 
think, was mentioned in the New York Times. 

But we are urging the Bolivians as we are other countries to utilize 
their own resources, in their own interest. 

Senator Morse. As to the law that you referred to, do you know 
whether it is true that the Bolivian Government prior to the passage of 
that law, expressed interest in seeking to obtain a loan from the United 
States for oil development ? 

Mr. Rusorrom. I do not know that that is the case. If they did, 
T am not aware of it. 
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ROLE OF FORMER ASSISTANT SECRETARY HOLLAND 


Senator Morse. Do you know whether or not it is true that it was a 
State Department policy—or said to be—that Mr. Holland was influ- 
ential in urging consideration on the part of the Bolivian officials of the 
type of law ‘that was passed, that this law directed the development of 
oil by private investment ? 

Mr. Rusorrom. I am not aware of the role played by Mr. Holland, 
whom I know very well and whom I admire very much. He is quitea 

‘apable man, and has in his private life worked in Latin America. 
And he may have by suggestion indicated the value of such considera- 
tion, which would be the obligation of anyone who was working with 
Latin America, and, specific ally, with Bolivia, which we were assisting 
to the extent of some $18 or $20 million a year, on the average, and 
where we have spent $60 million, approximately, in the last several 
years in grant-in-aid—he might have urged them to take full advan- 
tage of their own resources and to allow private investment to help 
them, but I do not know what, if any, role he actually played in 
influencing that decision. 





BIOGRAPHY OF MR, RUBOTTOM 


Senator Morse. You served as a salesman for oil companies from 
1935 to 1937. Will you tell us what companies? 

Mr. Rusorrom. | will be glad to tell you about that. 

In 1935, I was traveling secretary of Lambda Chi Alpha Fraternity, 
and I worked until December of that year for the Gulf Refining Co., 
of New York, as sales analyst, handling telephone orders from filling 
stations and bulk dealers on Long Island. 

In December 1936, I sold pots and pans for the Century Metalcraft 
Corp., in Chicago and Dallas, making demonstrations, in order to make 
a living and S try to help my sisters. 

And in 1937 1 worked for the Guiberson Corp., which is an oil well 
tool manufac vai ing company, both in their machine shop learning how 
to operate a lathe, and then for a little while in their warehouse in the 
oil fields of Texas, in Dallas, where I learned how to set a packer and 
do some other dirty jobs. But to dignify my experience in those 
previous employments as an oil company salesman is the finest com- 
pliment those jobs have ever been paid. 


FORMER ASSISTANT SECRETARY HOLLAND 


Senator Morse. You were Deputy Assistant Secretary while Mr. 
Holland was Assistant Secretary for Latin America; were you not? 

Mr. Rusorrom. Yes, sir: for about 4 months—from last May until 
he resigned in September. 

Senator Morse. Four months? 

Mr. Runorrom. Four months. 

Senator Morse. Do you know what Mr. Holland’s employment is 
today ¢ ; 

Mr. Rusorrom. Mr. Holland has been practicing law in New York 
in the firm of Anderson & Roberts, I believe, and his name figures on 
the letter ae I am not sure whether he is practicing before ‘the New 
York Bar, or just what his capacity is there, but he has associated him- 
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self with that firm and travels from time to time in Latin America on 
behalf of his clients. 

Senator Morse. Has he been associated in any way with the new 
Secretary of the Treasury ? 

Mr. Rvsorrom. Except to the extent of being in Anderson & Rob- 
erts,as I say. I wish I could recall the designation on his letterhead. 

I assume, since he and Mr. Anderson were friends at the T Jniversity 
of Texas twenty-odd years ago in law school, they must have some 
association as friends, in addition to whatever professional associa- 
tion they may have. 

Senator Morse. The “Anderson” referred to in “Anderson & 
Roberts” is the new Secretary / 

Mr. Rusorrom. Yes. 

Senator Morse. And Mr. Holland in some capacity is associated 
with that law firm ? 

Mr. Rusorrom. Yes, sir. 

Senator Morse. Do you know whether or not the Mr. Anderson that 
we are referring to has any oil holdings ? 

Mr. Rusorrom. I do not know, sir. I just received a note to the 
effect that the reference to Mr. Holland’s practice as an attorney in 
this firm is as a “member of the Texas bar only.” 

Senator Morse. Mr. Holland has law offices in Texas, too? 

Mr. Rursorrom. I do not believe he does now. 

Senator Morse. Mr. Anderson’s law offices in Texas, too, have asso- 
ciate firms ? 

Mr. Rusorrom. I do not know, sir—not that I am aware of, but I 
really do not know. 

Senator Morse. Would you say that prior to his appointment, Mr. 
Holland represented any Latin American clients? 

Mr. Rusorrom. Yes; I think that is true. 

Senator Morse. Do you know whether or not he represents any 
American oil companies that have Latin American investments ! 

Mr. Rusorvom. May I go back to the last question? You said 
Latin American clients. I interpreted that to mean companies doing 
business in Latin America. That i8 what I thought you meant. 

Senator Morse. I did not mean that. I hasten to interject. I 
asked whether or not he represents any Latin American clients in 
Latin American countries that have business in connection with the 
United States or in connection with dealings with American oil com- 
anies and, therefore, are a part, if you want to call it that, of the law 
offices where he has clients. 

Mr. Rvusorrom. Senator, if by Latin American clients you are re- 
ferring to governments or nationals of Latin America, I am not aware 
of it. 

Senator Morse. Is it your belief and understanding that he does 
have clients, American oil companies, that do business with Latin 
America ? 

Mr. Rusorrom. I am aware of that from his statement to me. 

Senator Morse. Do you think that Mr. Holland’s present appoint- 
ment will bring him into contact with foreign governments in Latin 
America or officials that you will have dealings with as Assistant 
Secretary ? 

Mr. Rvusorrom. I think it is quite likely that they might. Unfor- 
tunately, I have been pretty well chained to my desk, Senator, in the 
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last 8 or 9 months, and I have not been able to get away from Wash- 
ington to the extent that I feel that I should, but I do not doubt that 
if and when I do visit Latin America that I will meet some authori- 
ties in government and others there who know Mr. Holland and with 
whom he may have dealings from time to time. 

Senator Morse. Do you know of your own knowledge, Mr. Secre- 
tary, whether Mr. Holland has any personal financial investments in 
oil companies doing ree in Latin America ? 

Mr. Rusorrom. No, sir; I do not. I do not know that. 

Senator Morse. That he represents as a lawyer. Will you tell the 
committee what those companies are; those that he represents as a 
lawyer? 

Mr. Rusorrom. The only case that I am aware of, where he has 
represented any oil company in Latin America, has been this recent 
syndicate which has obtained a concession, I believe, at least 
option—yes; an option to take over an amount of territory in 
Bolivia. 

The companies in this syndicate were the Tennessee Gas Transmis- 
sion Co., the Union Oil & Gas Corporation of Louisiana, and the 
Lion Oil division of Monsanto Chemical Co., all of Houston, and the 
Murphy Corp., of El Dorado, Ark. 

Senator Morse. Do you know whether or not Mr. Anderson has any 
holdings in any oil agi a pt 

Mr. Rusorrom. No, sir; I do not. 

Senator Morse. Do you know whether or not Mr. Holland repre- 
sents any oil companies doing business or seeking to negotiate to do 
business in Bolivia. 

Mr. Rusorrom. No, sir; I am not aware of any, except the above. 

Senator Morse. Do you know what investments, if any, Mr. Holland 
has in oil companies doing business in South America or any other 
companies that are not oil companies ? 

Mr. Rusorrom. No, sir. I am not aware of any of those matters. 


AMBASSADOR THOMAS WHELAN 


Senator Morse. Mr. Secretary, who is a man by the name of Mr. 
Whelan ? 

Mr. Rusorrom. Mr. Whelan—W-h-e-l-a-n—that must be Ambassa- 
dor Thomas Whelan of Nicaragua. 

Senator Morse. Do you know whether it is a fact that Mr. Holland 
had him marked for removal? 

Mr. Rurzorrom. No, sir. I am not aware of that at all. 

Senator Morse. Do you know, Mr. Secretary, whether there are 
any present plans to remove Mr. W helan from his Ambassador post ? 

Mr. Rugzorrom. No; none that Tam aware of. I know Ambassador 
Whelan very well. And I can recall helping to brief him for his 
assignment ¢ about 6 years ago when we first met here. I am not aware 
of any present plan to have him removed. 


AMBASSADOR WHITING WILLAUER 


Senator Morse. Very good.~ Mr. Secretary, do you have an Am- 
bassador in Honduras ‘by the name of W hiting Willauer ? 
Mr. Rusorrom. Yes, sir. His name is W hiting Willauer. 
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Senator Morse. Do you know whether or not Mr. Holland had him 
marked for removal ? 

Mr. Rusworrom. No, sir. I am not aware that he did. 

Senator Morse. You were assistant to Mr. Holland. Do you know 


of any conflicts or serious disagreements between Mr. Whelan and 
Mr. Willauer and Mr. Holland? 
Mr. Rusorrom. No, sir. 


BOLIVIAN OIL SITUATION 


Senator Morsr. You have mentioned the Bolivian situation. I have 
before me Mr. Hanson’s letter of October 20, 1956, in which he dis- 
cusses at some length the Bolivian oil situation. There are certain 
parts of it marked with a line down the margin. That is the material 
that I would like to have you comment on. I will have that quotation 
from the Hanson letter put into the record at this point. 

Mr. Chairman, I am asking Mr. Rubottom to comment upon it. I 
have already identified it as the Hanson letter of October 20, 1956, 
with respect to certain policies. 

The Cuarrman. That part will appear in the record. 

(The letter of October 20, 1956, is as follows:) 


The International Cooperation Administration reported this week that out 
of $475 million in applications for investment guaranties now in process of 
negotiation, the second largest Latin American group consists of Bolivian 
projects. (The largest Latin volume is for Peru.) All but one of the American 
companies seeking guaranties for new investments in Bolivia are mining or 
petroleum firms. What is the signifiance of the American corporate decision that 
the Bolivian climate of investment is what American corporations really want— 
after the long years of abstention from investment in Bolivia? Will the Vene- 
zuelan expatriate leftists be able to provide a similar climate of investment in 
Venezuela, once they have learned the Bolivian lesson, Is this the objective of 
American corporate policy? 

A week before the Caracas press reported that Juan Lechin, the Bolivian 
leftist, was on his way to Venezuela, the chairman of Gulf Oil warned the 
underdeveloped nations that the sanctions of the capital market must in- 
evitably affect any country which fails to honor its obligations to investors. 
It was a plea for a minimum “standard of conduct” by the underdeveloped 
countries if they want a continuing or expanding inflow of capital. The principle 
was better handled by a Member of the British House of Commons who sug- 
gested that “when we are considering helping underdeveloped countries there 
must be some sort of priority list and those countries will come to the top of it 
which are not committed to programs of wholesale nationalization * * *. If 
on the other hand they are convinced that utopia can emerge from stewing in 
their own juice, it would be foolish of us to try to deter them.” 

It was unfortunate that it should have been a spokesman for Gulf Oil who 
spoke on behalf of the American business community. For, Gulf Oil in enter- 
ing Bolivia has precisely disproved the warning and made it clear that in its 
estimation the underdeveloped countries have nothing to fear and nothing to 
lose from their disrespect for what Mr. Swensrud called “international busi- 
ness ethics.” United States officials point out that the Gulf Oil action in 
Bolivia was the more notable because the Bolivian petroleum code had not even 
been approved by the Bolivian Congress yet. And the tone of discussion during 
the debates on the new constitution indicates considerable intention on the part 
of the dominant left to alter the climate of investinent adversely—as soon as 
there is something worth taking away from investors. Was it this rush to invest 
in Boliva that Gulf Oil wanted the underdeveloped nations to understand to be 
the consequence of successive confiscations* 

Standard Oil (New Jersey) has said that “we are not in Bolivia now and 
we don’t expect to go back under the present conditions.” 

Again, the companies seeking guaranties at ICA are all familiar with the 
pattern of confiscation in Bolivia. Yet, apparently they sense that there is one 
new element in the situation and they are anxious to test that element. Why? 
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The new element is the Government’s distribution of arms to the Indians and 
the miners. This new element is what a “liberal” writer who is sympathetic 
to the Bolivian regime referred to in a “liberal” magazine this week as the 
possibility that these armed “militiamen” might descend on La Paz, in which 
case “there could easily be a race war between the Indian peasants and the 
white and mestizo city people, leaving scars from which the country would 
not recover for decades.” 

Is this the key “reform” by which American corporations are now being at- 
tracted to Bolivia, for surely the other two reforms—the nationalization of 
the mines and the bumbling agrarian reform are not the central factors in the 
corporate decision to invest? But is it envisaged that American troops can 
under the inter-American system intervene in the event of the race war in 
La Paz to guarantee the lives not guaranteed under ICA contracts? And can 
they stay long enough to stamp out guerrilla warfare prompted by the wide dis- 
tribution of arms by the present government? And since the ICA contracts 
do not guarantee internal conditions making a profit possible, is it envisaged 
that the savagery of the civil wars under the new “reform” methods of the 
present government will promote earnings? 

United States officials themselves freely point out another question. They 
point out that in the event that a group of guaranties were issued and the 
violation of obligations occurred on the part of Bolivia, it is probable that fur- 
ther issuance of guaranties would be suspended by the United States. Why 
then, they themselves point out, are not guaranties out of order in the first place, 
since a situation already exists where the Bolivian Government balks at estab- 
lishment of value for stolen properties and of orderly procedures for meeting of 
obligations? 

NO INTERVENTION IN BOLIVIA FORESEEN 


Mr. Rusorrom. Senator, I have given this a rather quick reading, 
and all I can say is that I am somewhat astounded at the questions 
that are asked as being possibly the ones that led American corpora- 
tions to invest in Bolivia, especially in the second paragraph on page 
2, and I think that I can assure you that, as far as the Government is 
concerned nothing is further from my mind than to undertake to en- 
courage or help establish a system whereby intervention of any kind 
on our part might be called for. 

I can understand possibly the questions in this writer’s mind and 
others’ minds—and the questions have come to my own mind, I might 
state, from time to time about the situation in Bolivia where you did 
have the nationalization of the tin mines. ‘The present regime came 
into power in 1952. There have been discussions held with repre- 
sentatives of those former owners, and as a matter of fact, with the 
Government. Our Government is urging that the Bolivian Govern- 
ment accept the responsibility it has to reimburse the owners of the 
tin mines. We have discussed those matters with the Bolivian repre- 
sentatives just as we have with respect to the problem of the former 
Bolivian bondholders. I am pleased to say t that an agreement was 
signed between the Bolivian Government and the bondholders council 
just this last week. I believe it was last Saturday in New York. So 
that one of those two thorny problems is out of the way. 

Obviously, it will be a long while before settlement is reached. The 
agreement has been reached with the bondholders council. 

But insofar as a climate for investment based on the conditions 
set forth here I cannot believe that American business would invest 
anywhere, including Bolivia, on such a basis as advanced by such a 
hypothesis, and I am sure that the Government would not encourage 
that kind of investment—far from it. 

What we are hoping for is a stable Bolivia. It may already be 
quite a way down that path. They have just finished a 4-year term 
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and have gone through a completely free election this last summer. 
They have embarked on a new program. And for all of the problems 
that we have, progress is being made in Bolivia, which is a step for- 
ward for the Americas as a whole, and as far as our own interests are 
concerned. 

Senator Morsr. Is it my understanding that you are satisfied that 
the State Department would repudiate so far as any State Department 
policy is concerned, investments based upon the principles as pointed 
out in that document ? 

Mr. Rusvutrrom. It is inconceivable to me that such investments 
could be made on that basis. I do not know how we would determine 
that was the basis on which it was made, as a matter of fact. 

I can certainly say that we would not encourage, nor would we 
discuss with any American business representative, individual or 
company, an investment of that particular kind. I mean, if we knew 
that it was that kind of an investment. 

I do not know to what extent we could participate in the beginning 
in discouraging the investment, but I think we would have nothing 
further from our mind than this type of thing. 

Senator Morse. It would not strengthen American prestige, but 
would lead to misunderstanding. It would not strengthen our for- 
eign relations. 

Mr. Ruszorrom. That is certainly true. 


DIPLOMATIC TURNOVER 


Senator Morsr. Mr. Secretary, there are many diplomatic changes 
since January, more than 40, I believe. Is it not likely that the am- 
bassadors may be moved in the near future on the basis of the Depart- 
ment of State’s policy ¢ 

Mr. Rvusorrom. It is true there have been quite a number of 
changes. There are not so many in Latin America, as a matter of 
fact. 

I cannot say that there would not ever be, but I can certainly assure 
you that I know of no present plan to move them, and I am not aware 
of any that is contemplated. 

Senator Morsr. You are not aware of requests for resignation on 
the part of the President ? 

Mr. Rusorrom. No, I am not aware of any such thing. As you 
know, all ambassadors, career and otherwise, submit their resignations 
pro forma at the end of a term of office. 

Senator Morse. If you go back to the office and find any reason to 
change your testimony, I will appreciate your cooperation on that. 

Mr. Rurorrom. Yes, sir. 


THE SABALO CASE 


Senator Morsg. In connection with the Mexican situation, will you 
tell me what your understanding is of the so-called Sabalo case? 

Mr. Rusorrom. Yes, sir, I will tell you what my understanding of it 
is. I believe the Sabalo Transportation Co. obtained a contract to 
develop oil reserves out of a certain part of the Mexican territory, 
back in about 1935. 
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The expropriation action, similar to that taken against other com- 
panies, was taken in 1938, I believe. And I believe that there wag 
some type of a settlement which was unsatisfactory to the owners 
of the Sabalo Transportation Co.—to the investors in that com- 
pany, in 1942, at the time the settlement was made with most of the 
other Americans in oil business there. 

But from the time of the alleged expropriation—and I used the 
word “alleged” for reasons which I will make a little clearer a little 
bit later—the company commenced at once to use all of the legal re- 
courses available to it in Mexico. I think that it did go up until 
about 1948—approximately 11 years, before it retained counsel in the 
United States. Counsel was, and insofar as I know, at least, still is 
Sullivan & Cromwell, of New York. I have a few additional re- 
marks which I would like to read that I have prepared here. 

Senator Morse. That was part of my examination. 

Mr. Rusorrom. In accordance with the legal procedures in Mexico 
in exercising its recourse to the judiciary there, the Sabalo case was 
taken to the supreme court and I believe the supreme court handed 
down three decisions in the case. The first was an interim decision 
made in 1949 and it denied a motion by Pemex that the court dismiss 
the Sabalo claim on the basis that their rights had been expropriated 
under the decree of 1938. That was in effect favorable to the Sabalo 
claim by virtue of the denial of the Pemex request that the court 
dismiss the claim. 

The court held that Sabalo’s rights—referring to the same deci- 
sion—under a 1935 contract with Petromex (Pemex’s predecessor) — 
had not been expropriated in 1938 and, second, that the claim of Pemex 
that it had been invested with a monopoly of the entire Mexican pe- 
troleum industry was invalid. 

However, a final decision was handed down by the supreme court in 
1950 which was adverse to the Sabalo interests as was a subsequent 
supreme court decision handed down in 1954. 

Senator Morss. The decision of the Mexican Supreme Court was a 
unanimous court ? 

Mr. Rusorrom. I believe it was. I am pretty sure that this decision 
was. And the 1954 decision was, I believe, unanimous. They were 
adverse to the Sabalo interests denying them compensation, I believe. 

Although I have not personally reviewed developments in this very 
complicated claim case for a number of years, the Department’s claim 
experts who have followed the case are satisfied that the circumstances 
surrounding the Mexican Supreme Court’s decisions of 1950 and 1954 
further justifies the United States Government in continuing its in- 
terest in the case as a matter of equity. This, of course, is not unusual, 
The 1954 decision, in effect, disclaimed any financial responsibility 
on the part of the Mexican Federal Government for acts and omissions 
of Petromex (Pemex’s predecessor) even though the directors of 
Petromex, who concluded the contract with Sabalo on which the claim 
is based, were, at the time the contract was concluded, Mexican Cabinet 
Ministers or other high Mexican Government officials, wit: every 
authority to act on behalf of the Mexican Government. It is also 
significant that the suit on which the Mexican Supreme Court finally 
ruled in 1954 was filed in 1941. The long delay in handing down a 
decision, in itself, cannot be overlooked. 
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REASONS FOR KEEPING CASE OPEN 


Senator Morse. Does not our Supreme Court hand down decisions 
that concern the claims of the nationals of foreign governments ? 

Mr. Rusorrom. Yes, sir; I am certain that it does. I am aware of 
it from my study of constitutional law of a long time-ago. I am not 
a lawyer but I did take some courses in that. 

Senator Morse. Did the experts in the State Department think that 
the Mexican Supreme Court’s decision was a political decision ? 

Mr. Ruporrom. I would not say that. I would say that on the basis 
of their experience in Mexico and many other countries—and, of 
course, we have had an awful lot of experience in Mexico, you know, 
down through the years with claims—they feel as a matter of equity 
that the claim still had merit, and that makes it incumbent upon us to 
continue our efforts. 

Senator Morse. Do you think the experts in the State Department 
to whom you refer were thinking of Mexican-American relations when 
they recommended following the procedure outlined in the light of 
the facts that, No. 1: In 1948 Pemex sought to have the case dismissed 
and the court said “No,” give foreign nationals a day in court to prove 
their case—so they ruled against Pemex on that; No. 2, the evidence 
was taken and the supreme court by unanimous decision threw out 
the claim. After that the corresponding procedure in this country is 
to have a rehearing. When decisions have been handed down it per- 
mits a rehearing so that the court can take a second look. 

In this particular case, if I am correctly advised, the Mexican 
Supreme Court had a rehearing. It gave the case further considera- 
tion. In fact, it wrote a second opinion. Our Supreme Court’s usual 
procedure is to say “writ denied,” and there is no opinion written on 
a rehearing. But the Mexican court gave a second written opinion 
upholding the first. 

What I cannot understand is, on what legal grounds do your experts 
in the State Department, after the case has been lost’ tw ice, seek 
to keep alive a controversial and, I think, very irritating issue between 
our Government in behalf of American nationals who have not suc- 
ceeded in winning the case? Our State Department wants to allege 
we would not, in effect, accept the decision. 

The supreme court spoke down there. We may not like the decision. 
I do not know of a client that usually does when he loses a case. 

In the absence of any proof that the court had acted improperly, 
I do not understand how you can express an opinion that you think 
the decision is wrong as a matter of law with respect to the case. If 
Great Britain or France or any other country kept pressure on, so 
to speak, after our Supreme Court had spoken twice, I can imagine 
what the reaction would be. So I say to the experts in the State 
Department who take that position when it was an honest decision 
of the Mexican Supreme Court, what reason do they have for keeping 
that sort of conflict going ? 

Mr. Ruzsorrom. Senator, I do not think there is any desire on the 
part of our Department to challenge the honesty of the Mexican Su- 
preme Court in its decision. We already have pointed out that oak 
are decisions where people do not like the decisions. And I think 
that certainly it is recognized that this is true. And you happen to 
he a lawyer, 1 understand, in background. 
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There can be very serious and very fundamental and very honest 
disagreements as to facts relative to decisions. 

As I pointed out, I am not an attorney. 

Certainly, the claims people who are lawyers in the Department— 
and most have been there for a long time as technicians working on 
claims—have access to all of the known facts, the same set of facts 
that have been made available to the Mexican Government. On the 
basis of the facts that they have before them they still feel that there 
has not been a fair settlement arrived at with these claimants. 

The Mexicans have been requested to furnish any additional infor- 
mation that might bear on the case in the event that there is something 
beyond the facts that are known to us. And we have not obtained any 
additional information from Mexico. 

So I do not think it is really unusual. I am sure it is not the first 
time where this sort of an impasse is reached. 

Senator Morse. I wanted to point out that after the Mexican Su- 
preme Court, following a certain process, hands down ‘its ‘decision, 
now the American Government would seek to use its influence in 
behalf of its nationals to reverse the decision. I do not know what 
would happen to local government in South American countries if 
the big fellows in the north take the position that they want to have 
the decision changed because “we do not like the result.” I am afraid 
that we would have difficulty especially if they continue to press the 

vase until they finally get a decision to our liking. 

It seems to me that is the position we are in, in the Sabalo case. 
As I say, it makes a mockery of judicial process. 


EDWARD G. MILLER’S CONNECTION WITH SULLIVAN & CROMWELL 


Let me ask you this. You mentioned Sullivan & Cromwell as the 
firm that handled the case. 

Before Mr. Edward G, Miller, Jr., came to the State Department was 
he the attorney in Sullivan & Cromwell that handled this case, or was 
he a cocounsel in the case ? 

Mr. Rusorrom. As I understand it, Mr. Miller did have some con- 
nection with the Sabalo case several months prior to his coming to 
the Department. I have a very brief statement which I can read on 
that, if you would like to have it. 

Senator Morse. First answer this question, and then read the state- 
ment. 

Mr. Ruporrom. All right. 

Senator Morse. Is it true that when Mr. Miller came to the State 
Department soon thereafter he was placed in charge of the Latin 
American desk ? 

Mr. Rusorrom. Yes, sir. It was several months afterward. May 
I read this now ? 

Senator Morse. Read the statement, and then I will ask questions 
based upon the statement. 

Mr. Rvusorrom. Mr. Miller, who had been associated with 
Sullivan & Cromwell until June 15, 1949, took oath of office as Assist- 
ant Secretary of State for Inter- American Affairs on June 28, 1949. 
His interest in the firm of Sullivan & Cromwell was valued and 
liquidated as of May 27, 1949. 
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Prior to his nomination to be Assistant Secretary for Inter-Ameri- 
can Affairs, Mr. Miller had handled the Sabalo claim on behalf of 
Sullivan & Cromwell. However, on June 30, 1949, Mr. Miller con- 
firmed in writing what he had previously expressed orally; that is, 
he acknowledged his severance with Sullivan & Cromwell and declared 
that he had no further interest of any kind in the handling of the 
Sabalo case by Sullivan & Cromwell or the outcome thereof. 

In a memorandum to Mr. Rusk, then Deputy Under Secretary of 
State, Mr. Miller said: 


* * * it is my feeling that I should disqualify myself so long as I am in 
the Department from any consideration whatever of the Sabalo case against the 
Mexican Government. I therefore request that this matter be handled within 
ARA solely by the Division of Mexican Affairs and that if any guidance or 
decisions are needed at a higher level the Division direct itself to Mr. Rusk. 

From June 28, 1949, Mr. Miller did not participate in any decision 
regarding the Sabalo claim. During recent years, Mr. Stoddard 
Stevens of Sullivan & Cromwell has handled this claim on behalf of 
his firm. / 

Senator Morse. After Mr. Miller left the State Department did 
he go back to Sullivan & Cromwell ? 

Mr. Rupsorrom. Yes, sir. 

Senator Morse. Is it your testimony that after he went back to 
Sullivan & Cromwell he did not participate in the case in any way. 

Mr. Rusorrom. That is what I said in the statement. That is my 
knowledge. Since he left the Department, he has not been connected 
with this case. 


PEMEX LOAN DISCUSSIONS 


Senator Morse. When Mr. Miller was in charge of the Latin Ameri- 
can desk in the State Department some problems involving the Mex- 
ican oil industry came before his desk, did they not? 

Mr. Rusorrom. During the time that he was there, in the summer 
of 1949, there was a discussion—he had just arrived, as a matter of 
fact—a discussion bearing on the Pemex loan which you are probably 
aware of. 

Senator Morsr. Did Mr. Miller bring pressure at that stage with 
regard to any Pemex problem or proposals for assistance to the Pemex 
oil industry or recommendations that the State Department take a 
strong position about our reentry in the Sabalo case? 

Mr. Rusorrom. I would think not. I say that in that way, because 
I did not come to the Department on my previous tour until January 
of 1950. But from the time that I arrived there in January 1950, 
until Mr. Miller left the Department, in November or December of 
i952, during which time I was in the Department he did not asso- 
ciate himself in any of the problems connected with Pemex, claims 
against it, or anything related to it. 

Senator Morse. The question I just put to you is, is it your testimony 
that Mr. Miller disqualified himself in connection with the Sabalo 
matter—disqualified himself from participating in the formulation of 
Department policy in connection with any such matter ? 

Mr. Rusorrom. As a matter of fact, from the time that I was there, 
as I say, until the time he left, he did in fact disqualify himself from 
all such matters. 
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This statement of disqualification which I read a while ago is the 
only one I know that he wrote and that had to do with the Sabalo 
claim. 

Senator Morse. Therefore, you would be surprised to learn that he 
advised the Secretary of State, or advised the representatives of the 
Export-Import Bank, or advised the White House with regard to 
the Mexican oil problem while he was at the Latin American desk, 
with the exception of the one item mentioned, the proposal for the 
loan ? 

Mr. Ruporrom. Yes, sir; I would, in fact. So far as 1 am aware 
he had nothing to do with that. 

Senator Morsr. Nothing to do with what I thought you said that 
he did not participate in any oil matters —_ e and exc cept 

Mr. Rusorrom. No, no; I am sorry. I did not mean to say that. 
You asked me if there had been any suggestions or problems that had 
occurred from the time that he went there in 1949 until the time that 
he left. And I said that there had been. The question vis-a-vis the 
loan application of 1949. But I would be surprised if he had any con- 
nection with that whatsoever. 

Senator Morse. To clear up the record, you, therefore, would be 
surprised that he had ever any consultation with the Mexican Am- 
bassador while he was at the Latin American desk with regard to 
Mexican oil problems ¢ 

Mr. Rusorrom. Yes, sir; I would be surprised. 





DR. EISENHOWER’S ROLE 


Senator Morse. Mr. Secretary, what part has Milton Eisenhower 
played in South American aid programs and/or foreign policymaking 
in relation to South America ¢ 

Mr. Rusorrom. Senator, Dr. Milton Eisenhower, to the extent that 
he has been involved in our relations with Latin America, has played 
a highly constructive role, I would say. He has not engaged to any 
extent in the normal day-to-day line operations of the conduct of our 
foreign policy. I can state that. He avoids getting into any situa- 
tions “involving himself in that respect. If he has people approach 
him, he, without exe eption, refers them to us to handle, where they 
should properly be referred. 

As you are aware, in 1953, in that summer he made a trip all over 
the countries of South America which resulted in a very constructive 
and illuminating report when he returned regarding the manner in 
which we might intensify and improve upon the conduct of our rela- 
tions in Latin America and some of the economic phases of our policy. 
As, for ex: unple, a stepping up in the role of private investments, the 
role of trade, and the accessibility of Latin America to the United 
States markets for their goods, recommending an increase of the 
technical assistance program as being the best way, I believe that we 
could show what Latin America might do in the field of economic 
and other developments. 

Following that trip the next official assignment—and the only offi- 
cial assignment that he had, I am almost certain—was as the Presi- 
dent’s representative on the so-called Committee of Presidential Rep- 
resentatives which was the outgrowth of the President’s meeting in 
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Panama last July 21 and 22, at which time President Eisenhower 
suggested that in order to make the Organization of American States 
more effective, and in order to do our job better insofar as our re- 
sponsibilities to all of our people throughout the Americas, this com- 
mittee was established. And Dr. Eisenhower was designated as his 
representative. 

And a meeting was held here by invitation, an ad hoc group. 
Which, after three sessions, dissolved itself. And made recommen- 
dations to the various segments. 

Since we were the host, Dr. Eisenhower served as chairman of this 
Committee. And to my way of thinking, purely on the sidelines and 
working with him in some of the preparations for the meeting, I 
would say that he did his usual very outstanding job. And, certainly, 
considering all of his experience and wisdom it was a highly construc- 
tive role, indeed, that he played. 


SABALO OPERATIONS 


Senator Morse. Mr. Secretary, do you know what consideration 
was paid by the foreign investors in the Sabalo enterprises, for the 
Sabalo properties originally ? 

Mr. Rusorrom. Originally ? 

Senator Morse. Yes. 

Mr. Rusorrom. No, sir; I do not. 

Senator Morse. Do you know that it is a fact that it was only « 
nominal sum that was paid? Part of the controversy in the case was 
that the foreign investors had taken undue and unfair advantage of 
the owners of the Sabalo properties ? 

Mr. Rusorrom. No, sir; I have never heard that. I am not aware 
of what they paid. The only thing that I have heard—the only point 
that I heard discussed around the claim is that having obtained a 
contract, the extent to which they invested their funds was in a sizable 
amount for equipment, pipe, and the like, in order to carry out their 
contracts, which assets were taken over in the expropriation process. 

Senator Morse. Do you not know, Mr. Secretary, in fact the foreign 
investors that went into the contract practiced fraud and deception 
and misrepresentation in getting the property for only a nominal 
consideration ¢ 

Mr. Rupvorrom. No. sir: I donot. For the re: ison that there might 
be such feeling in the minds of responsible authorities there—perhaps 
evidence of which we were not aw are, the Mexican Government was 
asked to provide any evidence that it had beari ing on this case in order 
to help us to arrive at our determination in the Government. 

Senator Morse. Do you know whether the investors in the Sabalo 
property or the contract or whatever was expropriated were offered the 
same formula for settlement that other American investors were 
offered and took? 

Mr. Rusorrom. If my memory serves me correctly 1 believe they 
did come under the settlement. And I believe they received some- 
thing in the neighborhood of $400,000, perhaps a little more or less. 
As to whether that was in conformity with any formula, sir, I do not 
know. 

I understand that that is considerably less, far less, indeed, than 
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their actual investment, which was taken over in the form of machin- 
ery and other equipment. 


SABALO STOCKHOLDERS 


Senator Morsr. Mr. Secretary, does the State Department have a 
list of stockholders of Sabalo ? 

Mr. Rusorrom. As I recall, in addition to Sam Katz there were two 
people in New York—one Mr. Butler and another one whose name 
escapes me—who were at least the principals. I do not know whether 
they were the only owners, but I know that they were stockholders. 
And if we have a list, I will be glad to look it up. I know of those 
three, anyway. 

Senator Morse. That was my next question. Would you be so kind 
as to supply a list of the stockholders of the Sabalo Co.? If the State 
Department has one, would you produce it, Mr. Secretary? Stock- 
holders and/or claimants. 

Mr. Rusorrom. I have heard the three names. I am sorry that I 
cannot recall the third. 

Senator Morsr. I would like to know who they are, and with that 
information we can find out about that. 

(The Department of State subsequently supplied the following in- 
formation :) 

The Sabalo Transportation Co. has 250 bearer shares of stock authorized and 
outstanding. The beneficial owner of all shares is Mr. Sam Katz. Of the total 
outstanding stock, 245 shares are held in a safety-deposit box in New York rented 
by Mr. Katz. The remaining 5 shares are qualifying shares held in Mexico City 
in accordance with Mexican law. 

Senator Morse. When I examined Mr. Robert Hill on the Sabalo 
case, he mentioned Raymond Leddy as a selection for a most im- 
portant post. My recollection is that Mr. Leddy is an oil specialist 
in the State Department? Do you know? 

Mr. Rusorrom. I would say he is a very able Foreign Service of- 
ficer, who is quite capable of carying out the responsibilities that Am- 
bassador Hill had in mind when he testified at. these hearings. Mr. 
Leddy has had, I would say, some very useful experience in the han- 
dling of reporting of matters bearing on oil. He served us in Cara- 
cas, Venezuela. 

Senator Morse. Did he have anything to do with the oil negotia- 
tions? 

Mr. Rusorrom. I would not say negotiations. He was reporting 
on that subject. He has followed that matter; yes. 


CLAYTON IRWIN 


Senator Morse. Who is Clayton Irwin? 

Mr. Rusorrom. Clayton Irwin? 

Senator Morsr. Yes. Does he have any connection with the State 
Department in relation to South American affairs? 

Mr. Rusorrom. Not to my knowledge, sir. I will have to look it 
up, but I do not believe Mr. C layton Irwin has any official connection 
with South American affairs in our Department. I think I would 
know about it. 
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Senator Morse. Would you bring into State out of private life in- 
dividuals for consultation on South American matters, and he might 
have such position ? 

Mr. Ruzorrom. He might be in that. 

Senator Morse. Then we will ask you to provide at this point in 
the record a memorandum on that. 

Mr. Rusorrom. I will be glad to. 

Senator Morsr. Mr. Secretary, tell us in the memorandum particu- 
larly what connection, if any, he had with Mr. Holland—and whether 
or not his associations and operations and business connection are 
somewhat similar to Mr. Holland’s or in any way connected with 
Mr. Holland’s. Will you cover that in a memorandum? 

Mr. Rurorrom. I will try to. 

(The Department of State subsequently supplied the following 
information: ) 


The records of the Department of State do not contain any indication that a 
Clayton Irwin has ever been employed by or associated with the Department of 
State in any capacity. 

On inquiry, Mr. Rubottom has been informed by Mr. Holland that he does 
not have and never has had any business relationship with Mr. Clayton Irwin. 

The records of the Department of State contain information indicating that a 
Mr. Clayton Irwin was employed as a public relations adviser to the Latin 
American Subcommittee of the Business Committee for International Under- 
standing, as of July 1956. A Mr. Clayton Irwin, of 383 Madison Avenue, New 
York, N. Y., reported to the Department of State in February of 1957 that he 
was associated with an unofficial and informal effort to establish an economic 
and industrial development commission for Mexico. 


Senator Morse. Now we will get back to our questioning on Dr. 
Milton Eisenhower. 


HANSON’S LETTER ON DR. EISENILOWER 


I have Mr. Hanson’s letter of November 10, 1956, in which he says: 


For Latin America the Eisenhower reelection means: (1) Direction of the 
good-partner policy continues to be lodged in Baltimore in the office of Milton 
Eisenhower, and the role of the Assistant Secretary of State for Latin America 
will continue to be that of a Spanish-speaking translator and budget officer. 
The Latin American embassies here know that the power rests in Baltimore, 
the pomp in Washington. Even if the Assistant-Secretaryship is raised to an 
Under-Secretaryship as a sop to Latin sensibilities, it will be difficult to persuade 
a self-respecting executive of competence to take the post under these con- 
ditions. 

Every businessman who has ever been invited to serve even temporarily in 
Washington knows that the first question you have to get answered here is, 
“Who’s boss?” The ability of the Latins to run to Baltimore every time they 
are dissatisfied with the way decisions are being implemented, and the absence 
of any policy staff or policy knowledge of this field in Baltimore must inevitably 
hamper the effective making and administration of policy. 

That was back in November 1956. I would like to have you answer 
the question as to whether Dr. Eisenhower is shortly to leave for 
Mexico and other areas of Latin America ? 

Mr. Rusorrom. Just Mexico, sir. 

Senator Morse. Just Mexico? 

Mr. Rusorrom. Yes. 

Senator Morse. Before you answer that question further, will you, 
some time before you finish your testimony, advise us as to whether 
or not if you are confirmed—as I am sure you will be—you will in the 
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foreseeable future go on a tour to various South American countries 
to inform yourself as to the present conditions in the South American 
countries ? 

Mr. Rvusorrom. Senator, I have before me this letter from which 
you have just quoted. As a matter of fact, I understand that Mr. 
Hanson does not sell this to the Government. We knew about these. 
We endeavored to get copies to find out about them. I will be glad— 
I think it would be of interest in our work—to see if I can perhaps 
subscribe ourselves. 

Senator Morse. I want you to read them. 

Mr. Rusorrom. I would appreciate it very much if you would let 
us have them, Senator. I think I can say on the basis of my own 
experience I think now for a little over a year—and I have been active 
Assistant Secretary of State since last September, that the direction 
of the good partner policy, if you care to call it that, does not reside 
in Baltimore. 

Dr. Eisenhower and I have talked from time to time. 

I think I mentioned a while ago something about the very construc- 
tive role that he has played, the fact that he has torn himself away 
from various responsible duties in order to give of his time to repre- 
sent the President on this committee, for example, in the affairs of 
Latin America; that he has told me that he particularly referred those 
who do happen to go over to Baltimore—and I notice that he refers 
to that in this article, that is, Mr. Hanson does—back to the Depart- 
ment of State or wherever they should be—referred them back wher- 
ever they should be referred to. 

I suppose I should take violent exception to this, except I try not 
to read personal things into this. I suppose he may have had in 
mind something else. At that time I was absent, but I would never 
find it possible to assume the responsibility for conducting this job 
or any other job, Senator, if I thought that I was to be turning out 
only in the role of a translator and budget officer. 

Senator Morsr. I have not read Mr. Hanson’s letters as any re- 
flection upon you. There has been a lot of discussion for some months 
past as to who was to be appointed to the post that you are to be 
appointed to. Some other names have been mentioned for the post. 

However, I am not going to take the time to read this entire letter, 
but there are a few other items in that letter that I have not read. 

I assure you that I have made certain myself that the letter is 
taken account of in official circles. It contains a record of fulfillment 
of predictions that justify some of the statements made, and it jus- 
tifies raising the points, only because I think the points ought to be 
raised. That is why I have read these quotations. I have two more 
from this letter of November 10. 


ALLEGED INTERFERENCE IN MEXICAN ELECTIONS 


In fact, the essentials of the Mexican-American relationship may well be 
examined at this point. The long Mexican presidential campaign will be 
opening shortly after the beginning of 1957. It will open with the Mexican 
reserve position artificially buoyed by unusual expansion of liabilities abroad 
and presenting therefore a spurious tone. It will open with exports moved 
to an unusual degree already for that period of the year and consequently hold- 
ing out the possibility of unsatisfactory balance-of-payments developments going 
into the dangerous “r-less” months. Barring war developments, it will open 
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with the vitality of its minerals production and exports badly strained. It 
will open with the tourist movement for 1956 not at all expansive in the 
degree that might have been hoped. It may well open with the peso more vul- 
nerable than has generally been acknowledged. What, then, are the relation- 
ships with the United States that bear on this situation, now that the election 
in the United States is over? 

(a) The State Department is likely to press more strongly than ever its hope 
for election of a strong man in Mexico. And its predilection for Carrillo Flores 
as that “strong man” is not likely to diminish, given his support from the World 
Bank and the influence of the World Bank here, despite the fact that a boost 
from Washington can hurt more than help a Mexican candidate. 


We have already covered that subject, but I wanted to give you an 
opportunity to file subsequently a memorandum for the record. 


MEXICAN OIL DEVELOPMENT 


In the same letter he talks about the situation with respect to 
Pemex. 


(4) In other words, the world situation which has again focused attention on 
the great potential of Mexican petroleum is being bolstered by an internal 
export-earning situation that highlights the opportunity that Mexico has to 
achieve a pace-setter by adequate financing of Pemex. The Middle East crisis 
is focusing attention once more on the matter of strategically safe oil supplies, 
the overconcentration of dependence on Venezuela is a source of concern, and 
Washington may well find that Pemex financing comprises one key to the situa- 
tion. Yet, this is essentially a Mexican decision, for it is the intragovernmental 
dispute within Mexico that has prevented any formal support for Washington’s 
interest in development of strategically safe supplies in Mexico. 

(5) The very inability of the United States to yield to Mexico on cotton, the 
urgency of a review of minerals policy which would probably hurt Mexico, the 
prospect that in an election year we may see the peso once more in an exposed 
position, all point to the strong case that can be built up for financing of Pemex 
here, in a time when world crisis points up the value of supplies of petroleum 
in an area that ODM includes in the area that can be defended. Yet, it must be 
emphasized that this is a decision that Mexico is going to have to make once 
and for all. Where does the Mexican President stand on this subject? 


I am going to leave that letter for you with the understanding that 
ou will make a brief report, a brief comment, in the record. I ‘think 
it ties in with your testimony earlier today. 
This problem continues to present itself. 
Mr. Rusorrom. I would like to do that, sir. 
(Mr. Rubottom subsequently supplied the following information :) 


I ean only reiterate, with respect to the United States policy regarding loans 
for petroleum development, that this Government continues to believe that the 
petroleum industry is peculiarly well suited to attract private investment and 
Government loans are not made where private capital is available, as has been 
shown to be the case in the petroleum industry. I should also reiterate our ab- 
solute recognition that matters affecting Mexico’s oil industry are within the 
sole competence of Mexico to decide. 

With respect to cotton and minerals, the United States has dealt with the 
Mexican authorities on these two subjects and is fully aware of and sympathetic 
to the Mexican position regarding them, always bearing in mind that the United 
States has its own domestic considerations which must be taken into account. 

I believe the statements I have made previously during the course of this hear- 
ing bearing on the other matters considered by Mr. Hanson in his Latin Ameri- 
can Letter of November 10, 1956, adequately express my views and the policy 
of the Department of State as I understand it in each instance. 
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MILTON EISENHOWER’S ACTIVITIES 


Senator Morse. Do you know of your own knowledge, Mr. Secre- 
tary, whether or not Milton Eisenhower has any financial interests 
in any countries in South America ? 

Mr. Ruszorrom. No, sir; I do not know of any. I just do not know 
anything about his financial situation, as to whether or not he has 
anything in Latin America. 

Senator Morse. I think the next reference I want to make goes to 
the letter of October 1, 1955, on Dr. Eisenhower's relation with Peron 
of Argentina. 

Do you know whether, as a matter of fact, Dr. Eisenhower, when 
Peron was in power, urged our Government to come to his financial 
assistance ? 

Mr. Rusorrom. I feel virtually certain that he did not. I was just 
looking at a press release here which was issued last September 26— 
Secretary Dulles’ news conference of that date—in which there may 
be something that has some bearing on that point. I might be able 
to quote something from that for the record. 

Senator Morse. Feel free to do it. 

Mr. Ruporrom. The Secretary was asked whether he would discuss 
the role of Dr. Eisenhower’s United States diplomatic relations in 
Argentina and he said— 

Yes, I am quite willing to comment on that, because it does relate to some 
factual matters relating to the conduct of the United States foreign policy. I 
would say that first of all the relationship of Dr. Eisenhower to Latin America 
has been highly a constructive one. It has never involved any interference 
whatsoever with the normal function of the Department of State in relation 
to departmental matters and policy matters. After his first trip he came back 
with recommendations with respect to increased trade, increased credit, increased 
investments, increased technical assistance which were adopted and which formed 
the basis of our foreign policy toward Latin America. In all of these discus- 
sions our relationships were at a new high. 

Now, so far as the Peron government, he points out that the Peron 
government received loan agreements from the prior administration 
of upwards $180 million, and received no loan agreements from this 
administration. 

Senator Morsr. Mr. Hanson, on October 1, 1955, said, and I quote: 


For 24 months the Department of State under the immediate instructions of 
Milton Eisenhower preached that “you can do business with Peron.” For 24 
months the Department sought a double objective in Argentina: (1) Politically, 
to save Peron by all the moral and material aid that this Government could 
mobilize; and (2) economically, to break the impasse on developmental activity 
by winning admission of the American oil companies to exploration and ex- 
ploitation in the Plate on an expanded scale. 

Spokesmen for the Department asserted boldly that the objectives were 
inextricably interwoven because only Peron could defy Argentine public opinion 
sufficiently to force a place for the oil companies, and they documented this 
position with references to the campaign of the leading opposition party in 
1951 in favor of nationalization of the oil retineries. Even in the closing days 
of the dictatorship, the Department stayed with its gamble on oil. As U. S. 
News & Worid Report points out this week, even in the iinal days the Department 
tried to persuade the press that it was important to keep Peron in power. 

What U. S. News failed to report was that once Peron had been overthrown, 
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the spokesman for the Department of State sought to persuade the press that 
actually the Department’s position had never deviated from the position estab- 
lished by Spruille Braden! 


Now, Mr. Hanson from time to time has written to the effect that 
Milton Eisenhower was regarded as coming back with a recommenda- 
tion—as to his associations with Peron—and attributes the loan that 

was made to Peron, so far as repaying certain obligations—the loan 
was really to bail out certain American creditors to Peron. I am not 
passing judgment who is at fault. I will put in this record, however, 
the allegations that Dr. Milton Eisenhower did come back and recom- 
mend an increase in economic support for Peron. 

I understand that it is your testimony that he came back otherwise. 

Mr. Rusorrom. I think part of that last statement, as a matter of 
fact, is perfectly incredible. And if you would have no objection, I 
would like also to be able to prepare some comment on that. 

Senator Morse. You may dothat. I want to be perfectly fair in my 
examination. I will give you full opportunity to make your own 
record, because if I am not fair, I want you to let me know. Therefore, 
Iw ant to assure you that you may put in a memorandum in the record 
on that particular quotation or any other quotation. 

Mr. Rusorrom. ‘Thank you, sir. 

(Mr. Rubottom subsequently supplied the following information :) 


I should like to submit the following comment on Mr. Hanson’s letter of October 
1, 1955: 

It is inaccurate to say that the State Department acted under “the immediate 
instructions of Milton Eisenhower” for a period of 24 months. Dr. Eisenhower at 
no time instructed the Department or dictated or formulated Department policy. 
Rather his status was as described by President Eisenhower in his news confer- 
ence of September 27, 1956: “My brother has never acted except on the request 
of the State Department, through the State Department, and he has not 
attempted to fix any policy for South America.” 

It is not correct to say that the Department of State had as a policy objective 
“to save Peron.” Throughout the period in question, the United States dealt with 
the Peron government as the then legally constituted Government of Argentina. 
The policy of the Department was simply premised on the fact that a country the 
size and importance of Argentina could not be ignored, and that it served no use- 
ful purpose to the national interest of the United States or to hemispheric soli- 
darity to engage in futile recriminations with the Argentine Government. To the 
extent that the Peron government was prepared to cease attacking the United 
States, to cease attacking American interests in Argentina and to assume a more 
constructive role in the hemisphere family, the United States was prepared to 
accept such steps as improvements of the environment and hemispheric atmos- 
phere. The Department of State had no policy of “buying” such measures, and 
it did not intend or imply in its dealing any moral approbation of the Peronista 
regime. The Department had no policy design of extending “all moral and 
material aid that this Government could mobilize” in order to save Peron either 
as an end in itself or as a means to some other objective, such as that suggested 
by Mr. Hanson of gaining admission of American oil companies into Argentina. 

I should like to point out that in the 24-month referred to by Mr. Hanson, the 
United States concluded with Argentina on April 25, 1955, an agreement to sell 
$5.8 million worth of cottonseed oil to Argentina under Public Law 480, and on 
July 29, 1955, an agreement for cooperation in the civil uses of atomic energy 
(research reactor bilateral). It also received and negotiated on an Argentine 
application for a loan for a steel mill project. In the period before 1951, the 
United States, among other things, extended to a consortium of private Argen- 
tine banks an Export-Import Bank credit of $125 million to permit payment of 
current trade indebtedness. It also sold, in 1951, two cruisers to the Argentine 
Government. Since Peron’s overthrow, the United States, in its dealings with 
the present Argentine Government, continued, at that Government’s request, 
negotiations on the steel-mill loan and extended a loan of $60 million for that 
purpose, extended a $100 million Export-Import Bank credit for emergency trans- 
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portation and industrial equipment needs, concluded a second Public Law 480 
agreement for the sale of cottonseed oil to the value of $25.3 million and under 
more favorable terms than the first agreement, concluded an agreement for the 
use of Public Law 480 funds under the Fulbright program (November 5, 1956), 
concluded at the request of the Argentine Government an agreement for a United 
States Air Force Mission to Argentina, and concluded a general agreement for 
technical cooperation. I cite these things merely to suggest that what was 
done in the 24 months cited by Mr. Hanson, particularly in comparison with 
other periods, can hardly be said to be the result of a deliberate effort or objec- 
tive of extending all the aid “this Government could mobilize.” 

With reference to Mr. Hanson’s assertion that winning admission to Argen- 
tina for American oil companies was a policy objective of the Department, it 
should be noted that the Argentine Government made known prior to Dr. Bisen- 
hower’s visit that it was contemplating some formula to induce private invest- 
ment in oil development. Subsequently, it developed this thesis and initiated 
discussions with private interests. During 1954, it invited Standard Oil of 
California, Standard Oil of New Jersey, and Royal Dutch Shell to present pro- 
posals for investments in this connection. All of this was at the initiative of the 
Argentine Government. Subsequent discussions and negotiations were entered 
into by the companies concerned voluntarily. The Department of State did not 
participate in any such discussions or negotiations, and did not attempt to in- 
fluence their course or substance. 

The Department has always felt that the surest and most efficient method of 
developing a country’s economy is through a pattern of private initiative and 
private investment. This applies to other fields of activity no less than to pe- 
troleum development. It has welcomed moves by another country to develop 
its resources with such a pattern because it has felt this to be a sound and effi- 
cient method of establishing economic prosperity and stability, desirable as ends 
in themselves, and as the best defense against Communist infiltration and sub- 
version. It did not, however, as a policy goal try to force admission of private 
oil companies into Argentina, and it is misleading to attempt to explain the 
foreign policy of the United States toward Argentina in such terms. 

Following his return to the United States in 1953, Dr. Milton Hisenhower 
submitted a series of recommendations to the President regarding our rela- 
tions with South America. These were published in the Department of State 
Bulletin of November 23, 1953. This report constitutes the sum total of Dr. 
Eisenhower’s recommendations. He made no separate recommendations with 
regard to assistance or policy toward Argentina. He certainly did not, as I 
have indicated, give the Department any instructions or formulate policy toward 
Argentina. 

The records of Dr. Eisenhower’s visit to Argentina have been carefully re- 
viewed. In none of the discussions between Argentine officials and Dr. Eisen- 
hower or members of his group did the question of assistance in the atomic 
energy field come up. Dr. Eisenhower made no recommendation to increase 
support to Argentina in atomic energy. 

Following formulation of the President’s atoms for peace program, the United 
States made known to all Latin American countries what it was prepared to do 
to assist them in developing peaceful uses of atomic energy. Argentina ex- 
pressed an interest in concluding an agreement for cooperation, and this led 
to the agreement cited above. What was done by the United States .in this 
field was done within the framework of and pursuant to the objectives and pur- 
poses of the atoms for peace program, and was no more than what was done 
with other Latin American countries with comparable technical capacities. 


PERON’S OIL POLICY 


Senator Morse. Mr. Hanson’s letter of April 6, 1957, deals with 
regard to the Peron oil policy, in which Mr. Hanson says: 


(3) Argentine policy against foreign participation in the petroleum field 
dates long before Peron. Peron’s long delay in accepting foreign participation 
as essential was merely a reflection of deeply imbedded Argentine tradition, but 
he had at least by the time he left office perceived the error and in his own way 
tried to correct the policy by the deal with Standard Oil of California. Now, 
having gotten into office partly by its criticism of the oil deal, the new ad- 
ministration finds itself secretly receptive to the need for foreign exploitation 
and yet compelled to reject it for political reasons. 
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The chairman of the Bank of London and South America notes in his annual 
report to the shareholders that “there are some grounds for hoping that it 
(the present government) may even be prepared tu modify its policy of ex- 
cluding foreign companies from the exploitation of petroleum resources.’ 
And Washington has been confident that the present government would eventu- 
ally yield, as did Peron, to the wishes of Washington in this respect. 

It would then be following the decision of Peron. Nowhere in the heavily 
economist-encumbered new administration has there been a realization that a 
compromise formula can be evolved which would bring capital into petroleum 
exploitation on a scale commensurate with its requirements and yet would 
be politically much more acceptable than the Peron deal, and that the Embassy 
in Washington could have found important support for the new formula in 
the United States Congress. Instead, the administration has ignored the prob- 
lem and placed its reliance on begging for “soft” loans. 

(4) Argentina’s reluctance to permit the full vigor of private investment to 
be unleashed in the power industry dates long before Peron, and essentially 
the Aramburu administration has chosen to follow Peron’s policy leadership 
in this respect also. This continuity of thinking, even given the political 
considerations which dictate it, is important because it should have been 
influential in decisions in related areas. For instance, the early decision to 
take action profit remittances as a stimulus to private investment was an 
important and healthy one. But unless it is accompanied by receptivity to new 
investment in the fields where immense sums are needed and could be forth- 
coming, the remittances merely represent an additional drain on balance of 
payments. There is no sign of coordination of foreign-investment thinking— 
whether it be the stimulus to inefficiency in the profit-formulas for manu- 
facturers or the discouragement of power and petroleum investment, taken in 
conjunction with the decision to free remittances. 


PUBLIC LAW 480 NEGOTIATIONS WITH MEXICO 


When I first prepared my questions, Mr. Secretary, I had a long list 
of questions about Ambassador White, but in view of the fact that he 
no longer is Ambassador, I will not ask the questions. I do now want 
to ask you a few questions about the surplus corn matter. 

As T understand, while Amb: haa idor White was still the Ambassador, 
there was a matter of between 25 and 50 million dollars’ worth needed 
by Mexico, and Ambassador White had offered to sell surplus corn to 
Mexico under Public Law 480 in the amount of somewhere like $30 
million. That was available from the Commodity Credit C orporation. 
State and Agriculture were notified of the Ambassador’s recom- 
mendation. I understand President Cardenas was then contacted, 
and he was advised that Public Law 480, which had not previously 
been understood as being available, would be available and designated 
the industries and public works that would benefit from the use of 
the counterpart funds. 

And then shortly after the radio and air agreements were signed 
with Mexico, Ambassador White reversed his stand on Public Law 
480 and said that our proposed agreement could not go through, that 
he was now opposed to a Public Law 480 deal, that Mexico had funds, 
ample funds, to pay outright for its corn needs, and that he — 
never approve any type of loan during a Mexican election yea 

State and Agric ulture Departments were told of the cannes in the 
Ambassador’s position. 

That is a brief summary of a long memorandum that IT prepared 
on this matter. I wonder if you would care to comment on it. 

Mr. Ruesorrom. I am very glad you raised this point, because it 
strikes me as being fairly surprising about a matter which has been 
under discussion between our two Governments. Quite a number of 


~ 
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these things are under discussion from time to time that are not made 
public, and I think that it should be useful here to point out that 
Ambassador White, to my knowledge, was never opposed to Public 
Law 480 sales to Mexico and to the extent that he has been able to 
influence a decision, he has recommended it. 

I can speak from my own experience in the Department in dealing 
not only with Mexico on this problem, but with other areas, that it 
has been a problem to find funds because they are completely 
exhausted. I think the Congress is now considering extending the 
availability of Public Law 480 by another billion dollars. 

And the problem has been under discussion. I met personally with 
the Ambassdor here, and the people who come up from Mexico, and 
we have given this matter the most favorable consideration, the most 
sympathetic consideration, I would say. And we smiply cannot go 
into these agreements until you have had exhaustive discussions, to 
be sure that both sides understand the circumstances under which 
they can be made. And particularly, you cannot go into them unless 
you have the available funds. 

Senator Morse. Then your answer to this memorandum that I re- 
ferred to is that the Ambassador was never opposed to Public 
Law 480 funds? 

Mr. Rusorrom. Not so far as I am aware of. 

Senator Morse. That the corn negotiation was to the effect that we 
ran out of funds—that is, Public Law 480 funds; is that correct ? 

Mr. Rusorrom. We ran out of Public Law 480 availability, so that 
we could not actually take the matter up with the idea of a definitive 
decision. We did not have the funds. 

Senator Morse. There has been some testimony that it depended on 
Congress making that available under Public Law 480—which is still 
in process—and no final decision has been made. 

Mr. Rusorrom. That is true, sir. 

Senator Morsr. Well, I think this is the proper place to refer to 
this. 

Under date of May 11, 1957, Mr. Hanson had this to say in regard 
to Public Law 480: 

In recent weeks ghere has been feverish activity in Washington to reverse 
the alleged insistence of the American Ambassador in Mexico City that the pro- 
posed Public Law 480 deal for corn for Mexico be abandoned. The deal is, 
of course, typical of the type of assistance that can be given Mexico in the event 
that trouble for the peso develops in 1958. In fact, some United States tech- 
nicians have been using the argument that the peso is becoming sufficiently vul- 
nerable to warrant such assistance at this time. However, this is strictly a 
political maneuver at this time. Milton Eisenhower is being sent to Mexico 
as Washington’s answer to the renewed interest which Cardenas is showing in 
the Mexican election. If he is to effectively counter Cardenas, it is felt that 
the way ought to be paved by financial assistance such as is involved in the 
Public Law 480 deal. As is the case with the loans which are announced imme- 
diately before, during, or after a visit of a foreign dignitary to Washington, 
however, the procedure lacks dignity, and it is doubtful whether the Mexicans 
are so unsophisticated as to respend to such obvious gestures. 


Speaking for myself, I certainly hope that it is possible for Mexico 
or Timbuctoo, so that we can enter into negotiations which w ill help 


dispose of surplus commodities that we have, that we can do that. I 
have always felt that it was sound public policy to do that. 
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CHAMIZAL DISPUTE 


Would you enlighten me as to what the Chamizal case is / 

Mr. Rusorrom. The Chamizal case is one involving a relatively 
small amount of land, something like 600 acres. And I would like to 
correct the record if that is wrong. 

Senator Morse. You may. 

Mr. Rusorrom. Which at one time was on the Mexican side of the 
Rio Grande, and which later was cut off by floods. You know how 
rivers change their course. It was cut off by the river changing its 
course, which has been under discussion between ourselves and Mex- 
ico for the last 40 or 50 years. This territory adjoins the city of El 
Paso, Tex. And I would say that is one of the matters that is still 
pending between ourselves and Mexico. 

I personally have looked into it from time to time over the last 
few years. I have not looked into it recently. I would not say there 
has been any substantial progress made recently. I think both our- 
selves and the Mexico Government are continually aware and, speak- 
ing for ourselves—well, I will speak for ourselves only and say that 
I think that we are always hopeful and desirous of finding a solution 
to these thorny problems. Some of them are indeed thorny. And the 
fact that we have not made progress in the last few weeks or months 
or even years does not signify that we cannot resolve them. 

Senator Morsr. Do the Mexicans have any position relating Cham- 
izal to the controversy on international waters, offshore lands, sir? 

Mr. Rusorrom. I would not say that; no, sir. I am not aware of it. 


DEFAULT ON BOLIVIAN BONDS 


Senator Morse. Do you approve of the United States Government 
in essence paying off defaulted bonds ? 

Mr. Rusorrom. I do not believe we are using United States Gov- 
ernment funds to pay off defaulted bonds. 

Senator Morse. That did not answer my question. If the proposal 
were made to pay off these defaulted issues of bonds, would that be 
sound public policy for the United States ? 

Mr. Rusorrom. No; I think it probably would not be. The pur- 
pose of the agreement that has just been reached with Bolivia is to 
provide a basis for Bolivia to resume servicing and eventually to pay 
these bonds off. And I think that the settlement agreement un- 
doubtedly will result in payment in the future. We just hope that 
the program that is going on will enable Bolivia to get on its feet 
economically and draw on its own resources to pay off these defaulted 


bonds. 
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Senator Morse. I would like to have you supply for the record, if 
you can, the owners of defaulted bonds, when they acquired them, 
how much they paid for them, who some of the legal representatives 
of these bondholders are—some of that material, if not all of it. I 
want to be in position as chairman of the subcommittee to ask ques- 
tions as to whether or not a proposal to make these bonds similar to 
the German bonds that were paid off is all right, and what, if any, 
money was lost on these bonds, for whatever public information that 
may be worth. 

Mr. Rusorrom. I will endeavor to get that information. As you 
know, representatives of the bondholders council in New York are 
the ones who have been negotiating with the Bolivians on this prob- 
lem. And perhaps with their help we can provide some of this 
information. 

(The following information was subsequently furnished :) 


DoLLAR BONDS OF THE REPUBLIC OF BOLIVIA 


The interests of American holders of Bolivian dollar bonds or of other pub- 
licly offered dollar bonds issued or guaranteed by foreign governments and their 
political subdivisions are normally represented by the Foreign Bondholders 
Protective Council. The council is a private, independent, nonprofit organiza- 
tion established in 1933 at the request of the Government for this purpose. It 
carries on its functions with the general cooperation of the State Department 
and the Securities and Exchange Commission, although no agency of the Govern- 
ment shares any responsibility for the decisions or recommendations of the 
council. 

Since its inception in 1933, the council has eoneluded negotiations and made 
favorable recommendations to bondholders on 33 debt adjustment plans involy- 
ing 21 countries. With the settlement on Bolivian bonds announced June 11, 
1957, there are no Latin American countries still in default on their dollar 
bonds originally offered in this country. 

As the Bolivian dollar bonds are bearer bonds, which may have been traded 
and retraded several times since they were originally purchased, it is not feasible 
to obtain complete information as to the present ownership of these bonds, the 
date of acquisition by the present owners of the bonds, or the amount paid for 
the bonds. 

However, over the years bondholders have corresponded with the Foreign 
Bondholders Protective Council and have indicated their holdings to the coun- 
cil, as have banks, trustees, executors of estates, etc., on behalf of bondhold- 
ers. The Bondholders Protective Council recently informed the Securities and 
Exchange Commission that for the period 1934 through April 29, 1957, a 
total of 3,280 bondholders reported holdings of Bolivian dollar bonds to the 
council. The council estimates that the total principal amount of these bonds 
approximates 10 to 15 million dollars or less than one-fourth of the total of 
$56,278,000 reported outstanding. Approximately 45 percent of the holders 
indicated holdings of $1,000 or less, and approximately two-thirds of the holders 
have holdings of $2,000 or less. 

The following tabulations were prepared by the Foreign Bondholders Protec- 
tive Council for the Securities and Exchange Commission : 


93221—5 
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TABLE I.—Dollar bonds of the Republic of Bolivia 


Distribution of holders by States (as reported to the Foreign Bondholders 
Protective Council) 
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TABLE II.—Dollar bonds of the Republic of Bolivia, distribution of holdings by 
size (as reported to the Foreign Bondholders Protective Council) 


Holdings of less than 


Number of upper limit of class 
Principal amount holders esO2 eter ae sire 
Number Percent 

0 to $500 ‘ : | 136 136 8.5 

$501 to $1,000____ 595 73 45.8 

$1,001 to $1,500 24 755 47.5 

$1,501 to $2,000 284 1, 039 65. 2 

$2,001 to $2,500 12 1, 051 65.9 

$2,501 to $3,000 | 105 1, 156 72.5 

$3,001 to $5,000 197 1, 353 84.9 

$5,001 to $10,000_ | 144 1, 497 94.0 

$10,001 and over___- ; 97 1, 594 100. 0 
Total : 1, 594 
Amount not indicated _ . ‘ ; 1, 686 
I cae ae 3, 280 


TREATMENT OF PROTESTANT GROUPS IN COLOMBIA 


Senator Morse. I received a letter from Mr. Clyde W. Taylor, which 
I will make a part of the record. Mr. Taylor, secretary of public 
affairs of the National Association of Evangelicals, is complaining 
about the treatment of Protestant ministers in Colombia. I would 
like to know whether you can tell the committee about it, what the 
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State Department has done to try to encourage understanding of the 
Government about the denial and treatment of Protestant groups of 
Colombia. I shall put in the record at this point the letter, as I have 
previously said, from Mr. Taylor, together with a copy of a letter 
dated May 14, 1957, to the Secretary of State. 

He wants me to find out if any consideration has been given by our 
State Department, and by whom. 

(The letters referred to are as follows :) 


THE NATIONAL ASSOCIATION OF EVANGELICALS, 
Washington, D. C., May 14, 1956. 
Hon. WAYNE MORSE, 
Senator of Oregon, United States Senate, 
Senate Office Building, Washington, D.C. 

My DrarR SENATOR Morse: We are sure that you will be interested in the 
enclosed letter which we have just sent to Secretary of State Dulles, in view of 
the fact that our Government may recognize the new Government of Colombia, 
even within a few hours. 

We are also sure that your personal expression of interest to the State Depart- 
ment in behalf of religious liberty would aid measurably in assuring that our 

rovernment avail itself of this opportunity to improve our relations with 
Colombia. 
To this end we ask your intervention and we thank you for your help. 
Sincerely yours, 
CLYDE W. TAYLOR, 
Secretary of Public Affairs. 


THE NATIONAL ASSOCIATION OF EVANGELICALS, 
Washington, D. C., May 14, 1957. 
Hon. JoHN FosteR DULLEs, 
Secretary of State, Washington, D.C. 

My Dear Mr. SEcRETARY: In company with freedom-loving Americans all over 
both continents we are in hopes that the recent steps taken in Colombia may 
indicate the termination of many of the restrictions of the basic freedoms in 
Colombia, South America. In view of the fact that the new Colombian regime 
will without doubt be seeking recognition by our Government we would strongly 
urge that the following conditions be considered as essential to recognition. 

1. That the so-called mission territories be reopened, granting complete 
religious and educational freedom to United States citizens in these areas, 
in accord with the century-old treaty between the United States and 
Colombia. 

2. That non-Roman Catholic religions be guaranteed freedom of press 

and radio. 

3. That all religious bodies, including Protestants, be assured the right 
to import books, if and when import regulations have been fulfilled. The 
Bible Society has not been granted an import license since last September 
and they have completely fulfilled all regulations and requirements No 
import licenses have been approved in recent months for the importation of 
non-Catholic books into Colombia. 

4 That the Colombian Government grant freedom to construct Protestant 
churches over the country without hindrance or legal delays after plans are 
approved by local municipal authorities. This is essential since 49 Protes- 
tant churches and chapels have been destroyed since 1947. Many of these 
were built with United States money and owned by United States organi- 
zations. 

5. That the Colombian Government restore residence privileges to Ameri- 
eans who wish to establish residence in Colombia for religious and educa- 
tional purposes. 

We feel that this is a very opportune time for you, Mr. Secretary, to accom- 
plish what the State Department has so persistently tried to accomplish during 
the past 6 to 8 years. 

Sincerely yours, 

CLYDE W TAYLOR, 
Secretary of Publie Affairs. 
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Mr. Rusorrom. I can assure you that we never lose sight of any of 
these problems in dealing with these governments. You and I have 
had a chance to discuss this before in subcommittee heari ings at which 
time I made reference to the statements which you made in the Con- 
gressional Record of March 1 and the publication in that statement 
of the exchange of notes between ourselves and the Colombian Em- 
bassy here, rather the Colombian Government on this problem. I will 
be glad to include for the record our reply to Mr. Taylor. I will not 
take the time to read it here. I can assure you that we are deeply 
and vitally interested in this matter, as is evidenced by discussions 
that the President of Colombia—that is, the then President—had 
with the Secretary when he visited there last J uly. I have taken the 
matter up twice recently with the Colombian Ambassador here; first, 

when he came in to see me to express the request that we recognize a 
new government and, second, when he came in to request an agree- 
ment for his successor. I think it was made perfectly clear to him 
that we have a great interest in finding a solution to this problem 
which we consider to be a very serious one that has had considerable 
effect on our relations with Colombia for the past several years, one 
which we would like to get solved and which we. would hope that the 
new Government would help us solve. 

(The letter referred to is as follows :) 

May 31, 1957. 
Dr. CLYDE W. TAYLOR, 
Secretary of Public Affairs, 
The National Association of Evangelicals, 
Washington, D. C. 

Dear Dr. Tayior: The Secretary has asked me to reply to your letter of May 14, 
1957, concerning certain problems arising in Colombia in which the National 
Association of Evangelicals is particularly interested. In your letter the hope 
is expressed that this Government, in giving consideration to the question of 
recognition of the new regime in Colombia, will make recognition conditional 
upon the furnishing of specific commitments with regard to religious freedom, 
educational freedom, freedom of the press and radio, import licenses, and the 
right freely to build churches and residences in Colombia. 

As you know, we are extremely concerned with the problems confronting 
United States Protestants in Colombia, and we desire to do everything appro- 
priate to find satisfactory solutions. Careful thought has been given to the 
suggestions contained in your letter, but we have had to conclude that, in the 
light of all our national interests involved, we could not attack such conditions 
to recognition. 

The new Government in Colombia meets the three basic criteria called for in 
our recognition of governments: Control of the machinery of government ; admin- 
istration of the government with the assent of the people and without substantial 
resistance ; and the intention to comply with all of the international obligations 
of Colombia. Consequently, as we informed you orally in advance, the United 
States extended recognition to the provisional Government of Colombia at 12: 30 
p. m., May 17, 1957. 

Colombia’s obligations include, of course, compliance with the 1846 treaty 
with the United States. We have already had oral discussions with the new 
Government with respect particularly to the “mission territory” difficulties and 
have been assured that a solution to the problem will be sought. 

We appreciate your writing, and we wish to assure you that, as in the past, 
we shall continue to do all we appropriately can to find satisfactory answers to 
the problems with which you and we are so keenly concerned. 

Sincerely yours, 
R. R. Rusortrom, Jr., 
Acting Assistant Secretary for Inter-American Affairs. 
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Senator Morse. As you know from our previous discussion, it was 
pointed out by members of the committee that as part of the Gov- 
ernment, or groups within the Government, through the Govern- 
ment, it followed a course of behavior that does not always produce 
the most friendly relations. 

When on the subcommittee one of our colleagues pointed out that 
he had received the impression during a certain mass that a Protes- 
tant group set up a demonstration so close by that it interfered with 
its ceremony. 

I raise the question at this point that it is quite a problem—the 
problem of conflicts among human beings within the two groups as 
well as a conflict over a matter of policy—as to whether or not there 
is to be discrimination against the Protestant church within the state. 

Mr. Rusorrom. I think it is. I think it is a serious problem that 
goes very deeply into the hearts and minds of people that are con- 
cerned on both sides of it. It is one that is not easy to solve, which 
[ am convinced that we can solve directly with the Colombian Gov- 
ernment with good faith and honest effort on both sides. 


PUBLIC LAW 480 NEGOTIATIONS WITH MEXICO 


Senator Morse. I have only 1 or 2 or 3 more questions. I want to 
go back to Public Law 480. I overlooked a memorandum I had here. 

It is my understanding—and you have already modified that un- 
derstanding somewhat—-it is my understanding that the State De- 
partment has advanced four arguments against a Public Law 480 deal- 
ing with Mexico as follows: 

First. The act was designed for impoverished nations. Mexico can 
pay cash, and therefore should be required to pay for its corn. 

Am I to understand that that is not the position of the State De- 
partment ? 

Mr. Rusorrom. I think the State Department, as well as the whole 
Government—and mind you here again, as when we talked about 
loans this morning and Public Law 480 this afternoon—our De- 
partment, of course, is the one that has the talks with these govern- 
ments, but these problems, these policies, these decisions are arrived at. 
only after discussion with all of the agencies here. I think there 
have been some serious economic questions that have had to be faced 
up to in evaluating the possibilities of arriving at this kind of an 
agreement with Mexico. 

I think that Congress is responsible for laying down strict re- 
strictions under which these Public Law 480 agreements are done 
and within the general context that I outlined awhile ago these 
discussions have gone forward. And I am really amazed that this 
type of presentation would have been made to you. 

The discussions are still very much in progress, so far as I am 
concerned, and so far as [I am aware the Mexicans know that. 

Senator Morse. You have been much more helpful than you think. 
T would like to include in the record at this point a table taken from 
the President’s message, entitled “Fifth Semiannual Report on Activi- 
ties Under Public Law 480, 83d Congress, as Amended,” outlining 
operations under the act during the period July 1 through December 
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31, 1956. I would have that included in the record at this point of the 
colloquy. All you have to do, I respectfully submit, is to take a look 
at the countries that we have agreements with as contained in table II. 
You can almost take official notice of the fact of how much a dent could 
be made, if we went into an effective contract with Mexico, especially 
on this subject of corn, for example. It surprised me that the State 
Department proposed as it did with regard to Mexico. 

Mexico is our next door neighbor. “We would have a very small 
transportation cost. We can get the corn there with the least amount 
of loss in administrative costs. And it is another thing that we can 
do to help Mexicans to get that food. I think if I had anything to do 
with the policy, I would be in support of the findings of the many, 

many people who desire that. 

(The document referred to is as follows:) 
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Mr. Rusorrom. I have done my best not to present any personal 
comments on this, because you wanted to cover a lot of territory and 
because I wanted to restrict myself to specific answers to specific 
questions. 

Senator Morse. I want to be exceedingly fair to you. I want to be 
absolutely fair to you. 


MR. RUBOTTOM’S ATTITUDE TOWARD MEXICO 


Mr. Rusorrom. Unless there be any misunderstanding as to the 
sympathy with which I view any Mexican request that is made of the 

epartment, I would like to say that my first foreign assignment was 
in the little town of Manzanillo, Mexico, where I ser ved as naval liaison 
officer and where my wife was the only American woman and where 
we lived with the people of Mexico, if you please, not in the capital 
going from one diplomatic reception to aa as we are accused of 
doing sometimes, and nothing else. Actually, we left Mexico with 
only the greatest love and affection for that country in 1945. And we 
still hold that feeling. 

My first assignment in the Department was in charge of Mexican 
affairs, and then later I became Deputy Director and Director of 
Middle American Affairs, where I amet worked with Mexico. 

I made trips to Mexico. And in 1950 and 1951, I made trips dealing 
with a number of complicated problems of one kind or another. And 
I have the greatest love and affection for that country. 

That, of course, is not an adequate basis for facing any type of dis- 
cussion of the problems that you have to negotiate with the Govern- 
ment. 

I want you to know from my personal standpoint that I enter any 
discussion with Mexican representatives, here or there, with the most 
open, constructive frame of mind, looking for a solution that will be 
satisfactory from our mutual points of view, because I feel very strong- 
ly that, in these solutions to our problems, old ones and new ones, we 

‘an grow together and that we have a great and common interest with 
the 27 million or 28 million people who live just to the south of us. 

I just wanted to insert that in case there was any doubt in your mind 
about how I happened to feel about Mexico. 


PUBLIC LAW 480 NEGOTIATIONS WITH MEXICO 


Senator Morse. I am glad you did that. There is no doubt in my 
mind about your own personal attitude. I wanted to finish these 
questions on the opposition to Public Law 480 funds to Mexico ad- 
vanced by the State Department. 

Second, that the Agriculture Department disapproved such a deal, 
and, to amplify that, contrary to it, Secretary Benson has approved 
such an arrangement. 

You noticed that I mentioned the so-called radio and air agreement, 
and that Ambasador White filed a memorandum approving it. How- 
ever, the record, I understand, is that the Department of Agriculture 
has always been w illing to consummate the arrangements. 

Third, that the Dep: urtment of State took the position that this is a 
political year in Mexico and we cannot favor one candidate over an- 
other. The fact is that Ruiz himself requested the confirmation of 
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the arrangement; he is not running for office; he is not a candidate. 

Lastly, it is alleged that another reason given for failure to con- 
summate this agreement to date is that the State Department thinks 
the money would be squandered. 

That has not made some people in this room particularly happy. 
Those are the arguments that I have been told represent the State 
Department’s position and are part of the explanations as to why 
the agreement did not go through. 

Mr. Rugorrom. I can only repeat that I find some of those reasons 
to be rather incredible, Senator, and I hope you won’t misunderstand 
the question which I would like to raise. 

Senator Morse. Raise it. 

Mr. Ruzorrom. Assuming that it were possible to approve such a 
sale eventually, once these discussions have been cana and the 
funds are made available, would it be misunderstood if there were 
certain ministers in the Mexican Government, for example, the Minis- 
ter of Agriculture, who would be directly involved, or the Minister 
of Finance who might find himself with available local currency as a 
result of the sale, who were being thereby given some additional 
opportunity ? 

I trust this would not be the case, because you raised that point 
with me earlier this morning, you know, as to whether this Depart- 
ment, whether I, personally, tended to favor any particular person 
there. 

Well, that is certainly not the case, and that would not. be the case 
in this instance, but I did want to raise that hpyothetical quession. 

Senator Morse. I'am glad you did. 

Mr. Rusorrom. I think I should have pointed out, when you first 
raised this matter, what the real problem is in dealing with the Mexi- 
can application or any other application. We have several other 
pending applications in Latin America, and I am sure there are pend- 
ing applications in the other regional bureaus of the State Depart- 
ment from other countries. The real problem is that there are far 
more applications for purchases of goods under Public Law 480 than 
there is or will be money available in the event that the Congress 
passes its additional authorization. 

That, of course, requires a certain Solomonic type of decision in 
trying to tailor down the requests, approving some and denying 
others, which is always a problem, but I can assure you that this one 
is going to be given the most careful and sympathetic consideration. 

Senator Morse. I think, Mr. Secretary, it will be news that will be 
received in Mexico City tonight and tomorrow with a great deal of 
enthusiasm, hope, and expectation, to read that you have testified 
here today that there is still a possibility, depending upon action 
taken by our Congress in regard to funds, for consummation of such 
a Public Law 480 agreement. 


QUESTION OF MEXICAN OIL DEFENSE LOAN 


Now, speaking about Mexican officials, of course, necessarily in- 
volved in these matters, I recall, and I think I ought to give you a 
chance to file a memorandum on it, that President Truman at one 
time was, I will say, considering a Mexican oil de‘ense loan, and 
representations were made to him personally by officials in the State 
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Department that certain Mexican officials were opposed to the loan, 
which came.as a great surprise to our President as well as to many 
others. 

I would like to have you put in the record any information that 
you can as to grounds on which those Mexican officials disapproved 
of any such loan and who they were, because I can assure you they 
did not speak for the President, Aleman at the time, unless President 
Aleman told me one thing and ‘took an official position, through rep- 
resentatives with State Department officials, that was contrary. 

I make that comment because it is very important in our dealings 
with foreign governments that we insist upon consistency in their 
representations, and I think the State Department needs at all times 
to keep itself in a position where, when it makes representations to 
Members of Congress or to other Government agencies that a foreign 
government does not want a certain policy, whether it is Public Law 
480 or a defense loan for oil that a President of the United States 
at the time may be very much interested in considering, these repre- 
sentatives of foreign governments understand that they must not try 
to play us, as American officials, against each other. 

Their representations ought to ‘be consistent, because it only leads 
to misunderstanding among us, and it is bound, of course, when 
Congress is involved, to put those of us who are trying to be of help 
to the State Department i in getting the program congressionally ap- 
proved, whether it is Public Law 480 or something else, in a very diffi- 
cult position. And if you have any information ‘made available as to 
who in the Mexican Government has been or is opposed to loans for 
oil development, but is joining in urging loans for other development, 
I, as chairman of this sube ommittee, Ww ‘ould like to know, because, as 
far as I am concerned, I don’t like to have one representation made to 
me by Mexican officials and then hear that other Mexican officials un- 
known are making just the opposite representation; because it puts 
me in the position where I necessarily have to press through on my 
point and tie it down in broken verse, so to speak. 

I wish you would look into your files on this matter, because I would 
like to know who is taking what position. 

(The Department of State subsequently indicated that there is no 
further information to add on this matter.) 


MEXICAN CONCERN OVER COTTON DISPOSAL 


One final question, Mr. Secretary ? 

What is the cotton dispute about? 

Mr. Rusorrom. There was considerable concern 
Senator Morse. Give me a half minute more. 

I refer to the February 9 Hanson letter of this year : 


For instance, a serious reversal of United States policy in spring 1958 could 
well be the final blow to the Mexican peso, if tendencies now being discussed in 
official reports on Mexican balance-of-payments prospects continue into the elec- 
tion year. And the Mexicans have already had one taste of United States policy 
reversal in the case of cotton, when too they thought they had a “built-in” 
obligation and assurance on the part of the United States to surrender foreign 
markets to Mexico. 


What is the background of that? 
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Mr. Rusorrom. I am not sure that I understood that last point 

about a built-in obligation on the part of the United States to deliver 
foreign markets to Mexico for her cotton. 
_ Senator Morsr. My understanding is they had some understand- 
ing that they were going to be allowed to ship a certain quantity of 
cotton into areas where apparently previously we had been sort of 
absorbing the market. 

Mr. Ruxorrom. I am not aware of that. If I can find it I will be 
glad to inform you about it, [Mr. Rubottom later confirmed the fact 
that there was no such understanding] but I do know that Mexico was 
quite concerned last year about our cotton-disposal policy. 

As you may recall, in accordance with the decision taken by the 
Congress in the Agricultural Act of 1956, the Department of Agricul- 
ture was directed to dispose of a fairly considerable stock of our 
medium-length staple cotton and also certain amounts of our long 
staple cotton. 

Their concern was primarily about the average to medium upland 
cotton, and the result was there was some decline in price to about 25 
cents per pound, and Mexico, as far as I know, did dispose of her cot- 
ton in the world market at that time, at the same time that we were 
disposing of quite a bit of our stock. 

I think her claim for injury in this case grows out of the fact that 
she might have realized more for the sale of her cotton if this action 
had not been taken. 

I do not think that does full justice to our own internal agricultural 
problem on which I don’t pretend to be an expert, but certainly we do 
have a problem of disposing of large stocks of our own agricultural 
products, and I think it can be shown that certain of our “used to be” 
markets, former normal markets, had been moved into by Mexico and 
other cotton-growing areas, and I think there was a recognition on 
the part of our cotton-policy making people that that was the case and 
that they hoped to recover some of those markets for our United States 
grown cotton. 

IMPORTANCE OF SOUTH AMERICA 


Senator Morse. Mr. Secretary, in closing my questioning I want to 
say this to you: 

I am deeply appreciative of your patience, your attention, and 
careful answers that you have given to this long line of questioning. 

Although I have asked him questions about Mexico which might 
seem to have given the impression that I am more interested in Mexico, 
as chairman of the American Republics Affairs Subcommittee, than 
other countries, such is not the case. It is just that I have had more 
experience in Mexico, and I am exceedingly desirous of greatly im- 
proving our Latin American relations. 

I happen to think that there is much to be done in Latin America, 
by way of an economic program, that we have not done, because as a 
rule we are so occupied with very critical situations of an emergency 
nature in Europe and Asia. There are many economic problems in 
Latin America to which the American people ought to direct their 
attention. 

I want to be of maximum help to you in assisting you in a program 
of that nature that you are instrumental in working out. I want you 
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to know that, as far as I am concerned, my subcommittee is available 
to you at any time for consultation, and I hope you will come to us 
as you did not so long ago when you had a special problem that you 
thought the committee ought to be briefed on. 

We may as individuals and as a committee disagree with the policy 
that you lal to execute from time to time, but the disagreement is 
always professional and not personal. 

I want you to know that 1 made this long record today because I 
felt it should be made in fairness to my subcommittee and in fairness to 
you, and for the basis of future reference. 

I want to thank you very much for the help that you have rendered 
my subcommittee and the full committee in this examination today. 
I have not any doubt that you will be confirmed readily and unanim- 
ously, and I do not know of any opposition to this nomination in the 
Senate. 

I have raised these points here today. I thought you ought to 
know about them. 

It is something you ought to have in mind as you go about this 
exceedingly important obligation that you are undertaking. I ex- 
tend to you my very best wishes for the greatest of success, because | 
think more than possibly you can appreciate it because you are so 
close to it; you ml be sitting at a desk which, in my judgment, carries 
with it the jurisdiction eat responsibility that are of vital concern 
to many Americans who will be in this country long after you and I 
are gone. 

I think in our generation we either have to strengthen American- 
Latin American relations, we either have to do our part in helping 
to raise the standard of living of the millions of people down there, 
and spreading the procedures of freedom as we know them upon 
which edt eitoal liberty is so dependent, or Latin America even in 
our time will become a very troubled spot in this great contest between 
freemen and totalitarian governments. 

It is because of that very great concern for improved economic 
relations with Latin America that I have raised some of these points 
today. I told you in the beginning that not a single observation 
that I make is to be interpreted by you as any personal criticism. 

I think some of the observations show, though that is no news to 
you, I have some differences of viewpoint with some State Department 
policy. 

That is the way it ought to be in a democracy anyway, but I now 
want to say for the record that I appreciate the cooperation of my 
colleagues on the Foreign Relations Committee in tukion it. possible 
for me as chairman of the subcommittee to make this record. I felt 
that it was pertinent to the nomination or I would not have done it. 

I could have asked the Secretary to come before a meeting of the 
subcommittee for a discussion of these matters, but I thought it was 
apropos and relevant to do it in connection with his nomination 
because conceivably if his answers had been different than they were 
on many of the questions that I raised, he would have been disquali- 
fied for the post to which he has been nominated. 

I am satisfied that his answers to questions that I raised in no way 
disqualify him and on the basis of the record he has made I shall 
vote for his confirmation. 
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Mr. Rusorrom. Senator, may I just add one thing. I ema 
the opportunity that you have given me to appear before the com- 
mittee and while acknowledging the differences perhaps that do exist 
in the approach to some of these problems, I would like to say that 
I search my mind and heart every day and every night before I retire 
to try to test on myself as well as all those who will listen, including 
your committee, which I appreciate having been able to appear before 
today, to be sure that in this rapidly changing world that we are 
doing our very best to make our policy up to the minute and tailored 
to the exigencies of the situation as well as the long-term aspects of 
the problem. 

I would like to say that in addition to my personal interest in 
Mexico, expressed to you a while ago, that I have spent most of my 
life working with all of Latin America and have lived in several 
other countries where I have the same affectionate tie. 

I might mention Paraguay and Colombia, for example, where I 
lived and where I have friends with whom [ still correspond. 

I view this as a matter not just of economic relations and political 
relations and cultural relations, but one in which we have also the 
deepest spiritual ties between ourselves and our Latin American 
friends and a relationship which I think is entitled to the very best 
that we can all give it. 

Senator Morse. I appreciate that statement very much and I have 
every confidence that you will carry out the wonderful objectives you 
have just outlined. 

Thank you. Good night. 

Mr. Ruzsorrom. Thank you. 

The Cuatrman. Thank you, Mr. Rubottom. The meeting is now 
adjourned. 

(Whereupon, at 6:05 p. m., the committee was adjourned. ) 
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